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AND INDEPENDENT AUDITORS’ REPORT



Independent Auditors’ Report

English Translation of a Keport Originally [ssued in Korean

To the Shareholders and Board of Darectors of
Hyundai Motor Company:

We have audited the accompanying non-consolidated balance sheets of Hyundai Motor Company as of December
31, 2007 and 2006, the related non-consohidated statements of income, appropriations of retained earnings and cash
flows for the years then ended, and the related non-consolidated statement of changes in shareholders” equity for
the year ended Diecember 31, 2007, all expressed in Korean won, These financial statements are the responsihity
of the Company's management. Cur responsibility 1s to express an opimion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the Republic of Korea. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation
We believe that our audits provide a reasonable basis for our opinion,

In our opimion, the financial statements referred to above present faurly, n all material respects, the financial
position of Hyundail Motor Company as of December 31, 2007 and 2006, the results of its operations, chanpes in its
retained earnings and its cash flows for the years then ended, and changes in its shareholders” equity for the yvear
ended December 31, 2007 m conformuty with accounting principles generally accepted in the Republhic of Korea
{See Mote 2,

Our audits also comprehended the translation of Forean Won amounts into 115, dollar amounts and, in our opinion,
such translation has been made in conformity with the kasis in MNote 2. Such U5, dollar amounts are presented
solely for the convenience of readers outside of Korea

Accounting principles and auditing standards and their application in practice vary among countries. The
accompanying financial statements are not intended to present the financial position, results of operations, cash
flows and changes in shareholders’ eguity in accordance with accounting principles and practices penerally
accepted in countries other than the Republic of Korea. In addition, the procedures and practices utilized in the
Republic of Korea to audit such financial statements may differ from those generally accepted and applied in other
countries. Accordingly, this report and the accompanying financial statements are for use by those knowledgeable
about Korean accounting procedures and auditing standards and their application in practice.

January 25, 2008

MNotice to Readers

This report is effective as of January 25, 2008, the auditors' report date. Certain subseguent events or
circumstances may have occurred between the auditors” report date and the time the auditors’ report 15 read.
such events or circumstances could significantly affect the accompanying financial statements and may result in
modifications to the auditors” report,



HYUNDAI MOTOR COMPANY

NON-CONSOLIDATED BALANCE SHEETS

AS OF DECEMEER 31, 2007 AND 2006

Current assets:
Cash and cash equivalents

Short-term financial instruments (Mote 3)

Short-term investment securities (Note 3)

Trade notes and accounts receivable, less
allowance for doubtful accounts of W 6,984

million i1 2007 and 14,331

million in 2006 (MNote 14)
Trade notes and account receivable - other
Inventores (MNote 4)
Deferred tax assets (MNote 23)
Denvative assets (Mote 2)
Advances and other current assets

Total current assets

Mon-current assets:

Long-term investment securities (Notes & and 14)

Investments securities accounted for using
the equity method (Wotes 7 and 14)

Property, plant and equipment, net of accumulated
depreciation of W 6,338,929 million in 2007 and
WA.680. 264 million m 2006 (Motes 8, 9 and 14)

Intangibles (MNote 10)

Dlenivative assets (MNote 2)

Cther assets (MNotes 3and 11)

Total non-current assets

Total assets

{Contiued)

Translation into

kaorean Won LS. Dollars {Mote 2
2007 2006 2007 2006
(In millions) {In thousands)

W 1,446,065 W 1382678 § 1541318 % 1.473.756
2,930 227 2,755,381 3,132,836 2,936,880
110,932 310,295 115,239 330,734
2,196,795 1,558,631 2.341.500 1,661,299
443,751 483,304 472 981 515,140
1,448.974 1,219,586 1,544 419 1,200021
185,103 161426 197,296 172,059
13,508 14.318 14,398 15.261
136,813 157,386 145,825 167,754
8,921,168 8,043,005 9,508,812 8.572.804
1,267,717 518,009 1.351.223 552,131
7,805,738 6,616,813 #,319.90% TO52.668
9,721,065 9,465,474 10,361,399 10,088,973
1,351,124 1118597 1,472,100 1,192,280
104,741 276,607 107,377 294 827
389376 391.453 415,025 417,238
20,665,761 18,386,953 22,027,032 19,598,117
W 20,586,920 W 26420058 § 31,535.844 § 28170.92]



HYUNDAI MOTOR COMPANY

NON-CONSOLIDATED BALANCE SHEETS (CONTINUED)

AS OF DECEMEER 31, 2007 AND 2006

Translation into

Eorean Won L5 Dollars {Note 27
LIABILITIES AND SHAREHOLDEERES" EQUITY 2007 2006 2007 2006
(In millions) (In thousands)
Current liabilities:
Short-term borrowings (MNotes 12 and 14) 431,200 W 474165 § 459613 % 505,309
Current maturities of long-term debt and debentures
(MNotes 13 and 14) 201,461 116,233 214,731 123,889
Trade notes and accounts payvable 2038 628 2118143 3,132,198 2,257 667
Accounts payable-other 1,306,774 1.926.625 1,392 852 2053 533
Accrued warranties (Mote 13) R70,749 BO0 479 028,106 R53.207
Income tax pavable 499 379 245,106 532,274 261,251
Accrued expenses 30,170 36,5900 32157 39,000
Denvative habilhities (Note 2) 86,935 184 02,661 196
Withholdings and other current hiabilities 690,687 616,220 736,183 656,812
Total current liabilities 7,055,992 6,333,745 7.520.775 6,750,954
Non-current liabilities:
Long-term debt and debentures, net of current
maturities and discount on debentures 1ssued of
W2,455 million in 2007 and 2,32 1mllhion mn 2006
(Motes 13 and 14) 1,212,886 1,111,569 1,292,780 1,184,789
Accrued severance benefits. net of National Pension
payments for employees of W18 666 million in
2007 and W23.680 million in 2006, and mdividual
severance insurance deposits of W 935 914 milhon
in 2007 and WE36,930 million in 2006 (Note 2) 445 306 438,592 474 639 467 482
Long-term accrued warranties (Mote 13) 2. 184,670 2284 428 2328578 2,434 905
Deferred tax liabilities (Note 23) 385,369 119,219 410,754 127,072
Derivative habilities (MNote 2) 74,915 55322 79 850 58,966
Other non-current liabilities 25160 36,255 26.817 38,644
Total non-current habilities 4 328,306 4.045 385 4.613.416 4.311.858
Total liahilities 11,384 298 10,379 130 12134191 11,062 812
Commitments and contingencies {(MNote 14)
Shareholders” equity:
Capital stock (MNote 16) 1,456,980 1,484,942 1,584,929 1,582,756
Captal surplus (Note 17) 5439915 5,409,005 5,798,247 5,765,301
Capital adjustments (MNote 18) (718,855) (706,979 (F660, 207} (753,.548)
Accumulated other comprehensive income (loss)
(Motes 19 and 200 548,094 {(226,605) 584,197 (241.532)
Retamed earrungs (MNote 21)
(Met income of W 1,682 419 million in 2007 and
W1,526,0603 million in 2006) 11 446 497 10,090, 465 122000487 10,755,132
Total shareholders™ equity 18,202,631 16,050 828 19.401.653 17,108,109
Total liabilities and shareholders” equity W 29586029 W 26429058 § 31535844 § 28.170.92]

see accompanying notes to non-consohdated financial statements.



Sales (MNotes 24 and 26
Domestic sales
Export sales

Cost of sales

Gross profit

HY UNDAI MOTOR COMPANY

NON-CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMEER 31, 2007 AND 2006

Translation into

Forean Won U. 5. Dollars (Note 2}
2007 2006 2007 2006
(In millions, except {In thousands, except

per share amounts)

per share amounts)

Selling and administrative expenses

(MNotes 24 and 27)

perating income

Other income (expenses), net:

Interest income, net

Fain (loss) on foreign currency

translation, net

(Fain (loss) on foreign exchange

transactions, net

Gain on valuation of investment
securities accounted for using
the equity method, net (MNote 7)

Loss on valuation of

derivatives, net {Mote 2)
Eental and rovalty income
Loss on disposal of trade notes and

accounts receivables

Loss on disposal of property, plant

and equipment. net

Crann on disposal of short-term
Investment securities, net

(Fain (loss) on disposal of long-term
investment securities, nat

Impairment loss on intangibles

Jther, net.

Income hefore income tax

Income tax expense (Mote 23)

Met income

Basic eamings per common share (MNote 2) W

Diluted earmings per common share

(Note 2)

Woo12.022.665 W 11830688 §  13.773.891 §  12.619.57%
17,566,464 15,495,680 18.723.581 16,516,303
30,489,129 27.335,368 32.497.472 29.135.971
24,638,849 22,408,572 26,261,830 23,884 643

5,850,280 4,926,796 6,235.642 5,251,328
4,035,299 3.692,348 4301107 3,935,566
1.814.981 1,234,448 1,934,535 1.315.762
140,773 101,251 150,046 107,920
(9,650 12,483 (10,286) 13,305
(21,580) 36,931 (23,001) 39,364
445301 600,321 474,633 639,866
(197.263) (274.104) (210.250) (202.150)
214,524 267,579 228,655 285,205
(95.421) (78.947) (101.706) (84.147)
(56,148) (39,253) (59.847) (41.839)
20,721 17.864 31.679 19.041
24,810 (429) 26,444 (457)
- (20,793) ) (22,163)
(68.019) 28,532 (72.500) 30,410
407,046 651,435 433.858 694,346
2,222,027 1,885,883 2,368,393 2,010,108
539,608 359,820 575.152 383.522
W 1.682,419 1.526,063 § 1793241 § 1626586
6,207 5,636 6.62 % 6.01

W 6,192 5,614 $ 6.60 $ 5.98

See accompanying notes to non-consolidated financial statements.



HYUNDAI MOTOR COMPANY

NON-CONSOLIDATED STATEMENTS OF APFROPRIATIONS OF RETAINED EARNINGS

FOR THE YEARS ENDED DECEMEER. 31, 2007 AND 2006

Forean Won

Translation into
1. 5. Dollars (Mote 23

2007 2006 2007 2006
(In millions) (In thousands)
Unappropriated retained earmings (Mote 21)
Beginning of year 1k 2475 W 37.210 % 2638 % 39661
Change 1n retained earnings using the equity method (51,014) (17.825) (54,374) (18,999)
MNet income 1682 419 1.526.063 1,793,241 1.626 586
1633, 580 1,545 448 1,741,505 1,647 248
Appropriations;
Legal reserve 27,600 27,600 29418 20418
Reserve for technology development 1,325,006 1,240,000 1.412,279 1,321.680
Cash dividends (Mote 22 275,997 275,373 294177 203,512
1,628,597 1,542,973 1,735,874 1644 610
Unappropriated retained earnings, end of vear W 5,283 W 2475 § 5631 § 2,638

See accompanying notes to non-consolidated financial statements.




HY UNDAI MOTOR COMPANY

NON-CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS™ EQUITY

FOR THE YEAR ENDED DECEMBEE. 31, 2007

Translation into

115 Dollars
Eorean Won {MNote 2}
Accumulated
cther
Capital Capital Capital  comprehensive  Retamned Total Total
stock surplus  adjustments Income £arninges amount amaount
(In millions) {In thousands)
January 1, 2007 W 484942 W5400005 W (T06,979) W (226,605) W 10,090,465 W16,050,828 § 17,108,109
Payment of cash dividend - - - - (275,373) (275.373) (293 512
(Fain on disposal of treasury stock - 17.358 - - - 17.358 18,501
(Fain on valuahon of
treasury stock fund - - 13,187 - - 13,187 14,056
Acqusition of treasury stock - (20,395) - - (20,395) (21,738
Exercise of stock options 2038 13,552 (4.668) - - 10,922 11.641
(Fain on valuahon of
available-for-sale secunties, net - - - 574,900 - 574,900 612,769
(Fain on valuahon of
mvestment equity securties, net - - - 235,030 - 235,030 250,512
Loss on valuation of
dervatives, net - - - {35,231 - (35,231} (37.552
et income - - - - 1,682,419 1682419 1,793,241
Changes in retained earmings
using the equity method - - - - (51.014) (51014} (54.374
Diecember 31, 2007 WLAS6.980 W5430.915 W(TIB855) W S48.004 W11 446497 WIB202631 5 19401653

See accompanying notes to non-consolidated financial statements.



HY UNDAI MOTOR COMPANY

NON-CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMEBEER 31, 2007 ANL 2006

Translation mnto
Korean Won 1. 5. Dollars (Mote 2)
2007 2006 2007 2006
{In millions) (In thousands)

Cash flows from operating activities:

{Continued)

Met income W 1LoeR2419 W 1526063 30 1793241 § 1,626,386
Adjustments to reconcile net income to net
cash provided by operating activities:
Diepreciation B13.169 791,287 RO6. 733 843,410
Amortization of intangibles 353,241 304,778 376,500 324 854
Loss (gain) on foreign currency translation, net 9,650 (12,483) 10,286 (13.305)
(Gain on valuation of investment securities
accounted for using the equity method, net (445.301) (6003217 (474,633) (639 B66)
Loss on valuation of derivatives, net 197,265 274,104 210,259 202 159
Loss on disposal of trade notes and
accounts receivable 95,421 18,947 101,706 R, 147
Loss on disposal of property, plant and
equipment, net 56,148 39,253 59,847 41.839
Impairment loss on ntangibles - 20,793 - 22,163
Gain on disposal of short-term
Investment securities, net (29.721) {17,864) (31.679) (19,041
Loss (gain) on disposal of long-term
Investment securities, net 24 810} 20 (26.444) 457
Dividends of mvestment secunties accounted
for using the equity method 125,500 146,164 133,767 155,792
Provision tor severance benefits 338,020 277,261 360,286 205524
Provision tor warranties 320,322 261,436 341,422 278,657
Ameortization of discount on debentures 159 3,178 800 3,387
Other 12,392 29511 13,208 31.456
Changes in operating assets and habilities:
Increase in trade notes and accounts receivable (717.910% (316,680) (765,199) (3375407
Diecrease in trade notes and accounts
receivable-other 36,957 39 234 39.39] 41 818
Increase in inventories (388.745) (381,519 (414,352) (406,970)
Diecrease (increase) in advances and
other current assets 14,829 (26,978) 15,807 (28.755)
Diecrease (increase) in deferred tax assets 4665 (26,2200 4,972 (27.947)
Increase (decrease) in trade notes and
accounts payable 819,386 (1.325,576) R73.360 (1,412,893)
Increase (decrease) in accounts payable-other (649.506) 285,309 (692.289) 304,103
Increase in income tax payable 254,273 203,260 271.022 216,649
Diecrease in accrued expenses (6,943} (6,444) i 7.40007% (6,371
Increase in deferred tax habilities 2.697 115,219 2875 127.072
Increase in withholdings and
other current hiabihties 73,954 123,248 78,825 131.366
Decrease in accrued warranties (349 810} {344.512) (372,852) (367.525)
Dlecrease i denvative assets 36,376 - 39,305 -
Payment of severance benefits (238.293) {210,656) (253.990) (224.532)
Increase in individual severance insurance deposits (98,983) {1,547) (105,503} (1.649)
Other 8.463 7.347 0.020 71.833
2,304,384 1.255.419 2,458 308 1.342.378




HY UNDAI MOTOR COMPANY

NON-COLSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUELY)

FOR THE YEARS ENDED DECEMEBEER 31, 2007 ANL 2006

Cash flows from investing activities:
Cash inflows from investing activities:
Proceeds from withdrawal of short-term
financial instruments

Proceeds from disposal of short-term
investment securities

Proceeds from disposal of long-term
investment securities

Proceeds from disposal of property,
plant and equipment

Proceeds from disposal of investment securities
accounted for using the equity method

Reduction in other current assets

Reduction in other assets

Cash outflows from investing activities:
Purchase of short-term financial mstruments
Acquisition of short-term investment secunties
Acquisition of long-term mvestment securities
Acquisition of investment securities

accounted for using the equity method
Acquisition of property, plant and equipment
Expenditures for development costs
Additions to other assets

Cash flows from financing activities:

Cash inflows from financing activities:
Proceeds from short-term borrowings
Proceeds from long-term borrowings
Proceeds from 1ssuance of debentures
Proceeds from disposal of treasury stock
Proceeds from exercise of stock options

Cash outflows from financing activities:
Eepayment of short-term borrowings
Repayment of current matunties of

long-term debt
Payment of cash dividends
Purchase of treasury stock

{(Continued)

Eorean Won

Translation into
1. 5. Dollars (Note 2)

2007 2006 2007 2006
{In millions) (In thousands)
W 409583512 W 4542810 F 5284920 § 4842049
320,566 319,196 341,682 340,222
54,798 44,168 58,408 47,077
5,730 32,155 6,107 34273
- 109,046 - 116,229
14,760 12,360 15,732 13,174
163,064 116,872 173,805 24 570
5,517,230 5. 176,607 5,880,654 5,517,594
(5,142,153) (3,437.456) (5,480, 876) {3,603,884)
(51.459) (271,085) (54.849) (288,942)
(16,176) {8,559 (17.242) (9,485)
(655,847 {438,629) (699, 048) (467.522)
(O78,014) (1.221,680) {1,042.437) {1,302,153)
(60,057 (514,521 (649,176) (548.413)
(173.367) (166,829) (154, 786) (177817
(7.626,078) (6,059,004 (B 128414 (6,458 216)
(2. 108 848) (B82.492) (2,247 Ta0) (940.622)
2318877 12,402,161 2,471,623 13,219,101
2,912 S08 3,104 541
200,107 209,107 318,809 318,809
3,892 5,112 4,148 5,449
10,923 10,923 11.643 11.643
2,635,711 12,717,811 2,809 327 13,555,543
(2,376,435)  (12,709,079) {2,532.973)  (13,546,236)
(116,232 {463,963) (123,888) (494,525)
(275,373) (342,300 (293,512) (364,348)
(18207 - (1.940% -
(2769860 (13.515,342) {(2.952.313) _ (14.405.609)
(134.149) {(797.,531) (142,986) (850,066)




HY UNDAI MOTOR COMPANY

NON-CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUEL)
FOR THE YEARS ENDED DECEMBER. 31, 2007 AND 2006

Translation into

Korean Won 1. 5. Dollars (Note 2)
2007 2006 2007 2006
{In milhions) (In thousands)

Met mcrease (decrease) in cash and cash equivalents % 63,387 W (420604) 3 67,562 % (448 3107

Cash and cash equivalents, beginning of vear 1,382,678 1.803,282 1.473.756 1,922,066
Cash and cash equivalents, end of year W 1446065 W 1382678 %5 1541318 % 1,473.756

See accompanying notes to non-consohidated financial statements.



HY UNDAI MOTOR COMPANY

NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBEER. 31, 2007 AND 2006

1. THE COMPANY:

Hyundar Motor Company (the “Company™) was incorporated in 1967, under the laws of the Republic of Korea, to
manufacture and distribute motor vehicles and parts.

The Company owns and operates three principal automobile production bases in Korea: the Ulsan factory, the Asan
factory and the Jeonju factory. In addition, the Company has invested in five overseas manufacturing plants
including Hyundai Motor Manufacturing Alabama, LLC (HMBMA) as well as fourteen overseas sales and R&D
subsidiaries including Hyundail Motor America (HhMA).

The shares of the Company have been listed on the Korea Stock Exchange since 1974 and the Global Depositary
Receipts 1ssued by the Company have been listed on the London Stock Exchange and Luxemburg Stock Exchange.

As of December 31, 2007, the major shareholders of the Company are Hyvundai MOBIS (14.98%), Hyundan Steel
(5.85%) and Chung, Mong Koo (5.18%)

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES:

Basis of Financial Statement Presentation

The Company maintains its official accounting records in Korean Won and prepares statutory non-consohdated
financial statements in the Korean language (Hangul) in conformity with the accounting principles generally accepted
in the Republic of Korea. Certain accounting principles apphied by the Company that conform with financial
accounting standards and accounting principles in the Repubhic of Korea may not conform with accounting
principles generally accepted in other countries. Accordingly, these financial statements are intended for use by
those who are informed about Korean accounting principles and practices. The accompanying financial statements
have been condensed, restructured and translated into English with certain expanded descriptions from the Korean
language financial statements. Certain information included in the Korean lanpuage financial statements, but not
requuired for a fair presentation of the Company’s financial position, results of operations, changes in shareholders’
equity or cash flows, 15 not presented in the accompanying financial statements.

The accompanying financial statements are stated in Korean Won, the currency of the country in which the Company
is incorporated and operates. The translation of Korean Won amounts into U5, dollar amounts is included solely for
the convenience of readers outside of the Eepublic of Korea and has been made at the rate of W38 20 to USS1.00 at
December 31, 2007, the Base Rate announced by Seoul Money Brokerage Service, Ltd. Such translations should not
be construed as representations that the Korean Won amounts could be converted into U5 dollars at that or any
other rate.

The Company prepared its non-consolidated financial statements as of December 31, 2007 in accordance with the
korea Financial Accounting Standards and the Statements of Korea Accounting Standards (“SEAS™) No. 1 through
Mo 23, except for MNo. 14,

The significant accounting policies followed by the Company in the preparation of 1ts non-consohdated financial
statements as of December 31, 2007 are 1dentical to those as of December 31, 2006, except for the adoption of
additional SEAS No. 11 - “Ihscontinuing Operations”, Mo 21 - “Preparation and presentation of financial statements”,
No.22 - “Share-based pavment” and MNo.23 - “Eaming per share”, which were effective from January 1, 2007



The Company did not present comparative statement of changes in sharecholders’ equaty for the vear ended December
31, 2006 according to the transition provision of SKAS Mo 21

The 2007 financial statements of the Company to be submitted to the shareholders’ meeting were approved by the
Board of Directors on January 24, 2008
The sigmficant accounting policies followed by the Company in the preparation of its non-consohdated financial

statements are summarized helow,

Fevenue Recogmtion

Sales of goods 15 recognized at the time of shipment only 1f 1t meets the conditions that significant risks and rewards
of ownership of the goods have been transferred to the customer, and neither continuing managenal mvolvement nor
effective control over the goods sold 1s retammed. Revenue arsing from rendering of services 15 generally recognized
by the percentage-of-completion method at the balance sheet date, In addition, revenue ansing from interest,
dividends or rovalties 1s recognized when it 15 probable that future economic benefits will flow into the Company and
those benefits can be measured reliably.

Allowance for Doubtful Accounts

The Company provides an allowance for doubtful accounts based on management’s estimate of the collectibihity of
receivables.

Inventories
Inventories are stated at the lower of cost or net realizable value, cost being determined by the moving average

method, except for materials in transit for which cost 1s determined using the specific wdentification method.

Valuation loss meurred when the market value of an inventory falls below its carrying amount 1s added to the cost of
goods sold

Investments in Securities Other Than Those Accounted for Using the Equity Method

Classification of Securities

At acquisition, the Company classifies securities into one of the three categories; trading, held-to-maturnity or
avallable-for-sale. Trading secunities are those that were acquired prnincipally to generate profits from short-term
fluctuations in prices, Held-to-maturity secunties are those with fixed or determinable payments and fixed maturity
that the Company has the positive intent and ability to hold to maturity. Available-for-sale secunities are those not
classitied as either held-to-maturity or trading secunities, Trading secunties are classified as short-term investment
securities, whereas available-for-sale and held-to-maturity securities are classified as long-term investment securities,
except for those whose maturity dates or whose likelihood of being disposed of are within one vear from balance
sheet date, which are classified as short-term investment securities.

Valuation of Securities

[nvestments 1n securities are initially measured at cost, which consists of the market price of the consideration given
to acquire them and incidental expenses. If the market price of the consideration given 1s not available, the market
prices of the securities purchased are used as the basis for measurement. It neither the market price of the
consideration given nor those of the acquired securities are available, the acguisition cost 1s measured at the best
estimates of its fair value. After initial recogrition, held-to-maturity securities are valued at amortized cost. The
difference between their acquisition costs and face values 15 amortized over the remaiming term of the securities by
applying the effective interest method and added to or subtracted from the acquisition costs and interest mcome of the
remaining period. Trading securities are valued at fair value, with unrealized gams or losses included in current
operations. Available-for-sales securities are also valued at fair value, with unreahized holding gains or losses
recognized in accumulated other comprehensive income (loss), until the securities are sold or if the securities are
determined to be impaired and the lump-sum accumulated amount of accumulated other comprehensive income
(loss) 1s reflected in current operations. However, available-for-sales securities that are not traded in an active market
and whose fair value cannot be reliably measured are valued at cost



If the estimated recoverable amount of securities 15 less than the acquisition cost of equity securities or amortized cost
of debt securities and any objective evidence for such impairment loss exists, impairment loss 15 recognized 1in
current operations in the period when it arises.

The lower of the fair value of treasury stock mcluded in treasury stock fund and the fair value of investments in
treasury stock funds 1s accounted for as treasury stock in capital adjustment

Investment Secunties Accounted for Using the Equity Method

Investment securities held for investment in compares in which the Company is able to exercise significant
influence over the operating and financial policies of the investees are accounted for using the equity method. The
Company’s share in the net income or net loss of investees 1s reflected in current operations. The changes in the
retained earnings, capital surplus or other capital accounts of investees are accounted for as an adjustment to retamed
earnings or to accumulated other comprehensive income (loss)

The difference between the cost of the investment and the investor’s share of the net fair value of the mnvestee’s
identifiable assets and liabilities at the date of acquisition 15 amortized over 20 years for poodwill or reversed over the
remaining weighted average useful life of the wdentifiable acquired depreciable assets for negative poodwill, which
does not exceed the fair value of non-monetary assets acquired. using the straight-line method. MNegative goodwill
that exceeds the fair value of non-monetary assets acquired 15 credited to operations in the vear of purchase.

The Company's portion of profits and losses resulting from inter-company transactions that are recogrized 1n assets,
such as inventories and fixed assets, are eliminated and charged to investment securities accounted for using the
equity method. However, if the investee is a consolidated subsidiary, unrealized profits and losses resulting from
sales of assets from the Company to investee are eliminated in full.  Also, if the investee 15 a consolidated subsidiary,
the differences between the cost of the investment and the investor's share of the net fair value of the investee’s
identifiable assets and habilities, which ocourred from additional purchases of investee's shares or changes in ratio of
shareholding due to capital increase in investee, are reflected in accumulated other comprehensive income (loss).

The differences between the sale amount and book value of the investment securities where the mvestee remains as a
consolidated subsidiary after sales of some portion of investment secunities in the consohidation subsichary are
reflected in accumulated other comprehensive income (loss).

It an investor’s share of losses of an investee equals or exceeds its nterest in the investee, the investor discontinues
recogmizing its share of further losses. If the investee subsequently reports profits, the investor resumes recognizing
its share of those profits only atter its share of the profits equals the share of losses not recognized. Also, 1f the
recoverable amount of investments in investee becomes less than its carrying amount, the Company recognizes
impairment loss

Froperty, Plant and Equipment and Related Depreciation

Property, plant and equipment are stated at cost, except for assets revalued upward in accordance with the Asset
Revaluation Law of Forea. Routine maintenance and repairs are expensed as incurred.  Expenditures that result in
the increase of future economic benefits such as the enhancement of the value or extension of the useful lives of the
facilities involved are treated as additions to property, plant and equipment.

Depreciation 15 computed using the straight-line method based on the estimated vseful lives of the assets as follows:

[seful lives (vears)

Buwldings and structures 15— 50
Machinery and equipment 12-15
Vehicles 6, 15
Dhies, molds and tools &

Ctther equipment 6



The Company charges all financing cost to current operations in accordance with SKAS Mo, 7 — “Capitalization of
Financing Costs”. In addition, the Company assesses any possible recogrition of impairment loss when there 1s an
indication that expected future economic benefits of a tangible asset 15 considerably less than its carrying amount, as
a result of technological obsolescence, rapid dechines in market value or other cavses of impairment. When it 1s
determined that an asset may have been impaired and that its estimated total future cash flows from continued use or
disposal 15 less than its carrying amount, the carrying amount of a tangible asset 1s reduced to its recoverable amount
and the difference 1s recogmzed as an impairment loss. It the recoverable amount of the impaired asset exceeds its
carrving amount in subsequent reporting period, the amount equal to the excess 1s treated as the reversal of the
impairment loss; however, 1t cannot exceed the carrying amount that would have been determined had no impairment
loss been recognized

Intangibles

Intangibles are stated at cost, net of amortization computed using the straight-line method over the estimated
economic useful lives of related assets. Dievelopment costs are amortized over 3 years from the usable date of the
related productions. Ordinary development and research expenses are charged to current operations, Industrial
property rights and other intangibles are amortized over the period between 2 and 40 vears,

If the recoverable amount of intangible asset becomes less than its carrying amount as a result of obsolescence, sharp
decline in market value or other causes of impairment, the carrying amount of an intangible asset 15 adjusted to 1ts
recoverable amount and the reduced amount 15 recognized as impairment loss. If the recoverable amount of a
previously impaired intangible asset exceeds its carrying amount in subsequent periods, an amount equal to the
excess 1s recorded as reversal of impairment loss, however, 1t cannot exceed the carrying amount that would have
been determined had no impairment loss been recognized in prior years.

Valuation of Keceivables and Payables at Present Value

Receivables and payables arising from long-term installment transactions are stated at present value, if the difference
between nominal value and present value 15 material. The present value discount 15 amortized using the effective
interest rate method, and the amortization is included in interest expense or interest income. As of December 31,
2007 and 2006, an mterest rate of 8 25 percent 15 used in valuing the receivables and payables at present value,

Accrued Severance Benefits

Employees and directors with more than one yvear of service are entitled to receive a lump-sum payment upon
termination of their service with the Company, based on their length of service and rate of pay at the time of
termination. The accrued severance benefits that would be payable assuming all ehgible employees were to resign
amount to W1,399, 886 million (1JS$1,492.098 thousand) and W1.299.202 milhion (U7S$1,384, 781 thousand) as of
December 31, 2007 and 2006, respectively,

Individual severance msurance deposits, in which the beneficiaries are respective emplovees, are presented as
deduction from accrued severance benefits,

In accordance with the MNational Pension Act, certain portions of the accrued severance benefits are deposited with
the MNational Pension Fund and deducted from the accrued severance benefits.

Actual payments of severance benefits amounted to W238 293 million (US$253, 990 thousand) and W210,656
million (US$224 532 thousand) in 2007 and 2006, respectively.

Accrued Warranties

The Company generally provides a warranty to the ultimate consumer for each product sold and accrues warranty
expense at the time of sale based on actual claims history. Also, the Company accrues potential expenses, which may
ocour due to product liability swit, voluntary recall campaign and other oblipations as of the balance sheet date.

If the difference between nominal value and present value 1s material, the provision 1s valued at present value of the
expenditures estimated to settle the obligation.



Share-based Payment

Equity-settled share-based payments to emplovees are measured at fair value of the equity instrument or the goods and
services recelved and the fair value 15 expensed on a straight-line basis over the vesting period.  For cash-settled share-
based payments, a halhty equal to the portion of the goods or services received 15 recogmized at the current fair value
determined at each balance sheet date

Denvative Instruments

All denivative mstruments are accounted for at fair value with the valuation gam or loss recorded as an asset or
liability, If the denvative instrument 15 not part of a transaction qualifying as a hedge, the adjustment to fair value s
reflected in current operations

The accounting for denvative transactions that are part of a qualified hedge based hoth on the purpose of the
transaction and on meeting the specitied critenia for hedge accounting differs depending on whether the transaction 1s
a fair value hedge or a cash flow hedge. Fair value hedge accounting is applied to a derivative istrument designated
ag hedging the exposure to changes in the fair value of an asset or a liability or a firm commitment (hedged item) that
is attributable to a particular sk, The pain or loss both on the hedgmng derivative instruments and on the hedged item
attributable to the hedged nisk 1s reflected in current operations. Cash flow hedge accounting 15 applied to a
derivative instrument designated as hedging the exposure to variability in expected future cash flows of an asset or a
liability or a forecast transaction that 1s attributable to a particular risk. The effective portion of gain or loss on a
derivative instrument designated as a cash flow hedge 1s recorded as accumulated other comprehensive income (loss)
and the ineffective portion 15 recorded in current operations. The effective portion of gain or loss recorded as
accumulated other comprehensive income (loss) 1s reclassified to current earnings in the same period during which
the hedged forecasted transaction affects earnings. If the hedged transaction results in the acquisition of an asset or
the incurrence of a hability, the gain or loss in accumulated other comprehensive income {loss) 15 added to or
deducted from the asset or the liability.

The Company entered into derivative mstrument contracts including forwards, options and swaps to hedge the
exposure to changes in foreign exchange rate.  As of December 31, 2007 and 2006, the Company deferred the net
loss of W28,527 million (ITS$30,406 thousand) and the net gain of W 20,068 million (175$21,390 thousand),
respectively, on valuation of the effective portion of denvative instruments for cash flow hedging purposes from
torecasted exports as accumulated other comprehensive income (loss). The longest period in which the forecasted
transactions are expected to oceur 1s within 47 months from December 31, 2007, Of the net gain on valuation
recorded as accumulated other comprehensive income (loss) as of December 31, 2007 amounting to W812 milhion
(LIS%865 thousand) 1s expected to be realized and charged to current operations within one vear from December 31,
2007

For the vears ended December 31, 2007 and 2006, the Company recognized the net loss of W197,265 million

(UI35210,259 thousand) and 274,104 nullion (US$292,159 thousand), respectively, on valuation of the ineffective
portion of such instruments and the other dervative instruments in current operations

The Company entered mto derivative instrument contracts with the settlement for the difference between the fair
value and the contracted imitial price of the shares of Kia Motors Corporation as follows:

MNumber of
“ontract Parties Derivatives Period Kia shares _ Initial price
Credit Suisse First Boston International — Equity swap September 17, 2003 ~
September &, 2008 12,145,598 1s%  8.2611
Call option (*) " 12,145,598 1TUS% 11.5300
) Equity swap " 2LBG2076  USE  B2611
JP Morgan Chase Bank, London Branch - " 1,839,367 USE 78811

(¥ The Company has the position of seller,

The gamn or loss on valuation of these denvatives related to the fair value of Kia shares is recogmized in current
operations



All premiums to be paid by the Company are recorded as accounts payable - other of W21,615 million (US$23 039
thousand) as of December 31, 2007, and accounts payable-other of W21.524 mullion (US% 22 942 thousand) and other
non-current liabilities of W21 417 million (US$22 828 thousand) as of December 31, 2006, after deducting the
present value discount of W2, 703 million (USE2 881 thousand). Also, all premiums to be received by the Company
are recorded as other current assets of W3 361 million (US5%3, 796 thousand) as of December 31, 2007, and other
current assets of W3 529 million (US33.761 thousand) and other assets of W3, 529 million (US$3.761 thousand) as of
December 31, 2006 after deducting the present value discount of W44 million (USS47E thousand).

The Company recorded total gain on valuation of outstanding derivatives and present value of premiums to be paid of
W14, 249 mullion (UUS$121,775 thousand) and W290_ 925 million {LI53310,088 thousand) in current and non-current
derivative assets as of December 31, 2007 and 2006, respectively. Also, total loss on valuation of outstanding,
derivatives and present value of premiums to be recerved of W 161,850 million (USE172.511 thousand) and W 335506
million {US$59,162 thousand) 15 recorded in current and non-current derivative liabihities as of December 31, 2007
and 2006, respectively.

Accounting for Foreign Currency Transactions and Translation

The Company maintaing its accounts in Korea Won. Transactions in foreign currencies are recorded in Korean Won
based on the prevailing rates of exchange on the transaction date. Monetary accounts with balances denominated in
foreign currencies are recorded and reported in the accompanying financial statements at the exchange rates
prevailing at the balance sheet dates. The balances have been translated using the Base Rate announced by Seoul
Money Brokerape Service, Ltd, which was W938 20 and W29 60 to USS1.00 at December 31, 2007 and December
31, 2006, respectively, and translation gains or losses are reflected in current operations.

[ncome Tax Expense

[ncome tax expense 15 determined by adding or deducting the total income tax and surtaxes to be paid for the current
period and the changes in deferred income tax assets or habilities. In addition, current tax and deferred tax is charged
or credited directly to equity if the tax relates to items that are credited or charged directly to equity i the same or
different penod.

Deferred tax 1s recogmzed on differences between the carrying amounts of assets and hamlities in the financial
statements and the corresponding tax bases used in the computation of taxable profits, Deferred tax habihities are
generally recogmzed for all taxable temporary differences with some exceptions and deferred tax assets are
recognized to the extent that it 1s probable that taxable profit will be available against which the deductible temporary
difference can be utihized, The carrving amount of deferred tax assets 1s reviewed at each balance sheet date and
reduced to the extent that it 15 no longer probable that sufficient taxable profits will be available to allow all or part of
the assets to be recovered,

Deferred tax assets and habilities are classified as current or non-current based on the classification of the related
assets or llabilities for financial reporting and according to the expected reversal date of the specific temporary
difference if they are not related to an asset or liability for financial reporting, including deferred tax assets related to
carty forwards. Deferred tax assets and liabilities in the same current or non-current classification are offset if these
relate to income tax levied by the same tax jurisdictions.

Earnings per Common Share

Basic earnings per common share are computed by dividing net income available to common shareholders by the
werghted average number of common shares outstanding during the period. Diluted earrungs per common share are
computed by dividing diluted net income, which 1s adjusted by adding back the after-tax amount of expenses related to
diluted securities, by weighted average number of common shares and diluted securities outstanding during the period.



Basic eamings per common share i 2007 and 2006 are computed as follows:

Translation mntoe

Korean Won 5. Dollars (Mote 2)
2007 2006 2007 2006
{Tn milhons, {Tn thousands,
except per share amounts) except per share amounts)
Met income W 1682419 W 1,526.063 % 1,793,241 % 1,626,586
Expected dividends on preferred stock (390,199 (355.095) (415.902) ITE AR5
Met income available to common share 1,292,220 1,170,968 1,377,339 1,248,101
Weighted average number of common
shares outstanding (*) 208,194 947 207 776,640 208,194,947 207,776,640
Basic earnings per common share W 6,207 W 5,636 % 662 § a.01

(*)  Weighted average number of cominon shares outstanding meludes transachons pertaming to disposal of treasury shares and
exercise of stock ophon

Diluted eamings per common share 1n 2007 and 20046 are computed as follows:

Translation into

korean Won LLS. Dollars (Mote )
2007 2006 2007 2006
(In millions, {In thousands,
except per share amounts) except per share amounts)

Net income available to common share W 1.2027220 W 1.170968 B 1377340 % 1.248.101
Expenses related to diluted securities - - - -
Met income available to diluted

common share 1,262 220 1,170,968 1,377,340 1,248,101
Weighted averape number of

common shares and diluted

securities outstanding 208,675,471 208,567 489 208.675.471 208567 489
Diluted eamings per common share W 6,192 W 5,614 § 6.60 $ 5.98

3. RESTRICTED FINANCIAL INSTRUMENTS:

Deposits with withdrawal restrictions as of December 31, 2007 and 2006 consist of the following:

Translation into

Forean Won U.S. Dollars (Mote 2)
2007 2006 2007 2006
(In millionsg) (In thousands)
Short-term financial instruments:
Ordinary deposit W 142 W EE. 151 § 47
Term deposit 32,485 28,738 34.626 30,631
32,627 28,782 34,777 30,678

Long-term financial instruments (MNote 11):
Guarantee deposits for checking accounts 37 40 39 43

W 32,6604 W 28,822 3 34,816 3 30,721




4.

INVENTORIES:

Inventories as of December 31, 2007 and 2006 consist of the following:

Translation into

Korean Won 1.5, Dollars {Mote 2)
Description 2007 2006 2007 2006
(In millions) {In thousands)
Finished goods and merchandise W 409,342 W 305,335 % 36,306 % 325,451
Semi finished goods and work 1n process 547,010 458,189 583,042 488,370
Raw materials and supplies 406,568 361,621 433,349 385,441
haterials mn transit 86,054 94,438 91,722 100,659

(1)

2)

W 1448974 W 1219586 § 1,544,419 § 1,299.971

SHORT-TERM INVESTMENT SECURITIES:

Short -term investment securities as of December 31, 2007 and 2006 consist of the following:

Translation mnto

Forean Won 11.5. Dollars (Mote 2)
Description 2007 2006 2007 2006
(In millions) {In thousands)
Available-for-sale securnities ¥ 62,432 W 310,295 3 66,544 § 330,734
Held-to-maturity securities 48,500 - 51.695

W 110,932 W 310295 § 118,239 § 330,734

Available-for-sale secunities of short-term investment securities as of December 31, 2007 and 2006 consist of
the following:

Translation into

Eorean Won 1.5, Dollars {Note 27
Diescription 2007 2006 2007 2006
(In millions) (In thousands)
Beneficiary certificates Vi 61,599 W 310285 % G5.656 % 330,723
Equity securities 2009 - 223 -
Government bonds 624 10 BH3 11
W 62432 W 310295 % 66,544 & 330,734

Debt securnities cluded in held-to-maturity of short-term mvestment securities as of December 31, 2007 are
subordinate debt securities, which were transferred from long-term investment securities in 2007, with the
maturity on July 19, 2008, 1ssued by Hyundai Capital Service Inc



6. LONG-TEEM INVESTMENT SECURITIES:

(17 Long -term investment securities as of December 31, 2007 and 2006 consist of the following:

Translation into

F.orean Won U5, Dollars (Note 2)
Description 2007 2006 2007 2006
(In mllions) {In thousands)
Available-for-sale securiies W ] 267717 W 469500 § 1,351,223 % 500,436
Held-to-maturity securities - 48,500 - 51,695
W 1,267,717 W 518,009 § 1,351,223 % 552,131
(27 Awvailable-for-sale securities of long-term investment securities as of December 31, 2007 consist of the
following:
Translation into
L5, Dollars
Eorean Won {Mote 2
Acquisition Orynership
Mame of company cost Book value Book value percentage
(In millions) (In thousands) (")
Hyunda Heavy Industries Co., Ltd. e 56,924 W 969075 % 1,032,909 288
Hyundar Oil Eefinery Co., Lid. 53.314 123,907 132,069 4.35
Hyunda: H&S 15,005 21,462 22 876 4.08
ET Freetel 10,800 10,131 10,708 017
Dioosan Yonhap Capital Co., Lid.

(Formerly, Yonhap Capital Co., Ltd.) 10,000 26,146 27,868 Q.00
Hyundai Merchant Manne Co., Ltd 9,161 29,799 31,762 0,45
Hyundar Development Company 9,025 41,175 43,887 0,60
EMOVA Svstem 2,204 841 B 1.26
Treasury Stock Fund (*1) 11,840 12,620
Hyundar Asan Corporation 22 500 71.053 1518 4.61
Hyundar Unicorns Co., Lid. 5,795 137 146 14.940
Hankyoreh Plus Inc. 4 800 284 303 5.43
Hyundar Technology Investment Co., Ltd 4 490 4,490 4,786 14.97
Industry Otomotif Komersial 4,439 4,439 4,731 15.00
Eahyup Finance EXLLL 3.000 3,198 1034
Eyungnam Credit Information Service Co., Lid. 2 500 2,500 2,665 13.66
NESSCAP Inc. 1,907 1.997 2,129 12.05
Hyunda Research Institute 1,359 1.271 1,355 14.90
The Sign Corporation 1,200 1.200 1,279 11.59
Heesung FM Tech Corporation 1,194 1.194 1,273 19.90
EOTIS Inc 1,000 8 9 0.22
Veloxsoft Inc. 1,000 1.000) 1,066 7.69
Backsan Its Co., Ltd. 814 814 BGE 19.90
Micro Infinity 607 G607 647 9,76
NGVTEK com (*2) 571 571 G609 33.66
Clean Aar Technology Inc SO 500 533 16,13
Es Humantek Co., Ltd 320 320 341 3.90
Cames Co., Lid. (*2) 250 250 265 49 99
Jimil MV Co, Ltd, 1 &l 180 191 18.00)
Other 1,526 1.526 1,626 -

W 1267717 § 1,351,223

(*1} The acquisition cost of Treasury Stock Fund 1s W 12,213 milhion (US$13,017 thousand) and the lower of the far value of
treasury stock and mvestments i those fund amounting to W 35,040 million (US$5,372 thousand) is recorded as treasury stock
i capital adjustments

(*2} In conformuty with Financal Accounting Standards in the Eepublic of Korea, the equity secunties of these affiliates were not
accounted for using the equity method since the Company bebieves the changes in the investment value due to the changes in
the nat assets of the mvestee, whose individual beginning balance of total assets or paid-in capital at the date of' s
establishment 13 less than W 7000 milhon (LSS 7,461 thousand ), are not matenal.
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Available-for-sale securities of long-term investment securities as of December 31, 2006 consist of the following:

Translation into

LI5S, Dollars
Eorean Won (Mote 2)
Acquisition Onwnership
Mame of company cost Book value Book value percentage
(In millions) (In thousands) (")
Hyundai Heavy Industries Co., Ltd W 56,924 W 275940 § 204116 2.88
Hyunda O1l Refinery Co., Ltd. 53,314 53,314 56,826 4.35
KT Freetel 10, 800 9,931 10,585 0.17
Doosan Yonhap Capital Co., Lid.

{(Formerly, Yonhap Capatal Co., Ltd) 10,000 10,000 10,659 Q.99
Hyunda Merchant Manne Co., Ltd 9.161] 1 14,905 0.45
Hyundai Development Company 9025 25,560 27,2 00,60
EMNOWVA System 2,204 2,204 2,349 380
Hyunda Corporation 13.626 1,743 1,858 0.37
Hyundai Development Company 10,000 1,400 1,492 2.21
LG Telecom 9795 13,086 19,277 0.68
Jin Heung Mutual Savings Bank 2,166 2,188 2,332 2,28
korea Environment Technology Co, Lid. 1,500 2,520 2 686 &.00
Dong Yang Investment Bank 282 127 135 0.01
Treasury Stock Fund (*1) 17,948 19,130
Hyundar Asan Corporation 22,500 5,405 5,761 4.61
Hyunda Unicorns Co., Ltd. 5.795 137 146 14940
Hankyoreh Plus Inc. 4,800 284 303 543
Hyundar Technolopy Investment Co., Ltd 4490 4 490 4,786 14.97
[ndustry Otomotif Fomersial 4,439 4,439 4,731 15.00
kahyup Finance 3,000 3,000 3,198 1034
Eyungnam Credit Information Service Co., Lid. 2,500 2,500 2,665 13.66
NESSCAP Inc. 1,997 1,997 2129 1205
Hyundar Kesearch Institute 1.359 1.271 1,355 14.940
The Sign Corporation 1,200 1,200 1,279 11.59
Heesung Ph Tech Corporation 1.194 1,194 1,273 19.90)
ROTIS Ine 1,000 8 9 1.33
Veloxsoft Inc. 1,000 1,000 1,066 8,00
Micro Infinity 607 607 647 9.76
NGVTER. com (*2) 571 571 609 33.66
Clean Aar Technology Inc 500 KL 533 16,13
Cames Co., Ltd. (*2) 230 250 205 49549
Jirul MVC Co, Ltd, 130 150 191 13.00
HMCTS (*2) 3,959 3,959 220 S0.0H)
Other 1.488 1. 488 1,586 -

W 469,500 3 200436

(*1} The acquisition cost of Treasury Stock Fund 1s W26,647 milhion (US$28 402 thousand) and the lower of the far value of
treasury stock and mvestments m those fund amountng to % 12227 million (LS%19, 428 thousand) 1s recorded as treasury

stock m captal adjustments,

(*2) In conformuty with Financial Accounting Standards in the Eepublic of Korea, the equuty secunties of these affiliates were not
accounted for using the equity method since the Company believes the changes in the investment value due to the changes in
the net assets of the mvestee, whose mdividual beginning balance of total assets or paid-in capital at the date of its
establishment 13 less than W 7000 milhon (US$ 7,461 thousand), are not matenal.

As of December 31, 2007 and 2006, the difference between the book value and the acquisition cost of equity
securities consists of impairment loss on long-term investment securities of W26,701 million (US$28,460 thousand)
and W 28,349 million (US$30,216 thousand) reflected before 2006, respectively
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7. INVESTMENT SECURITIES ACCOUNTED FOR USING THE EQUITY METHOD:

(17 Investment securities accounted for vusing the equity method as of December 31, 2007 consist of the following:

Korean Won

Translation into
LS. Dollars iMote 23

Acqmsihion  Mat agquaty Acqmsinon  MNet aquaty
Affilated company cost value Book value cost value Book value
(In millions) (In thonsands)
Hyunda Motor Amenca W,255,201 W1,231.556 W1,194.353 § 1337882 § 131,680 % 1.273.026
Hyunda Motor Manufactunng

Czech, Lid. 496 867 520 844 520 844 520 5096 564,745 564,745
Benjmg-Hyunda Motor Company 339305 522,667 516,196 361,751 557,090 550,198
Hyundai Motor India 244 017 717,555 695313 260,091 Tod 821 741,114
Hyunda Assan Otomotive

Sannavi Ve Ticarat A5 (%) 91,315 (6. 8100 - 97,330 {7.259) -
Hyunda Translead BO,623 104,349 128,480 85,934 111,223 136,953
Hyuneda Motor Europs Techmcal

Center GmbH 53,490 SH.389 38,380 57.020 62,235 02,235
China Millenmum Corporations 53 466 18,147 55,572 56,988 19,342 50233
Hyunda Motor Japan Co. (1) 42,292 (51,999) - 45,078 {35,424) -
Hyunda Motor (LR Ltd. (*1) 6,681 {0.926) - 30,007 {10,580) -
Hyundai Motor Poland Spzo.o. 24,139 26,447 40,153 25,729 28,189 42 Tog
Berjing Mobis Transmission Co.,, Lid 22,790 28,917 28,917 24,291 3,822 30,822
Hyunda Motor Europe GmbH 17,520 28,945 28,945 18,684 3. 852 30,852
Hyundai Motor Group China Ltd. 15,371 24,512 24,512 16,384 26,127 26,127
Hyunda Motor Company Austrahia 12,382 49 853 35,301 13,198 33,137 A7.620
WA Automotive Engine ( ShanDong)

Company 10,298 10,849 10,849 10,976 11,564 11,504
Hyunea America Techmical Center Ine 94035 20,258 20,258 10,270 21,592 21,592
Hyundai Motor Deutschland GmbH 6,761 18,402 17,908 7,206 19,614 19088
Hyundai Motor Morway AS 3030 8,418 6,872 60,007 8,073 T.A25
Hyundai Motor Hungary 5415 2,192 2.2 5,772 2336 2.433
Benjmg Jmnxian Motor Safeguard

Service Co., Ltd 4,907 4,380 4,380 5,230 4,669 4,669
Hyundai Motor Commonwealth of

Independent States 3050 18,989 18,333 4,220 20,240 19,541
HMI E&D Center Inc, 1,510 1,939 1,939 1,609 2,067 2,067
Kia Motors Corporation Q23957 1 ERB6.T7212 1,939 961 OR4 19 2010002 2067 748
Hyundal Capital Service Ine, 00,325 790,230 319,357 533,282 842,293 553,507
Hyunda Card Co., Lid 435,571 352,181 359, 507 464,262 375,379 J83. 188
Hyundal Eotem (Formerly, ROTEM) 254 308 205017 341,327 271,059 314 450 363810
Hyundai HY SCO 200,768 258,488 252,919 213,993 275,515 269 579
Korea Aerospace Indusines, Lid. 159 800 20514 89321 170,326 95 410 95, 205
Hyunda Powertech 135,000 150,930 150,792 143,893 160,872 160,725
Hyundai Antonet Co., Lid (%2} 118,554 80,406 124,250 126,363 83,702 132,434
Dymos Ine. GE BT 124,213 122,136 73,409 132,395 130,181
Hyunda Commercial Ine. S0, 000 35109 35,109 53,204 37,422 37,422
WA Corporation 34,357 194,866 171,714 36,620 207,702 183,025
Korea Economy Daily 20,973 23,824 26,811 31,947 25,303 28,577
Eukor Car Carmers Inc. (%2) 29,347 70,989 62,518 31.280 TH.665 06,630
Partecs Co 22,400 21,779 21,779 23,876 23.714 23,214
KEFICO Corporation 20911 120,187 118,014 22 288 128,104 25.T8E
Autoever Systams Corp 5.947 17,237 17,237 0,330 18,372 18,372
Chasan Co, Ltd, (*1) 4,500 {7.362) - 4,79 {7,847} -

M & Soft Co, Ltd (Formerly, Mando

Map & Soft Co, Ltd.) 39725 7,268 7,357 4,184 7,747 T.841
ljin Bearing Co., Ltd. B2G 16,109 16,109 8RO 17,169 17,169
Dagsung Antomotive Co., Lid. 400 10,714 10,714 426 11419 11,419

W5.833,426 W7.R06.303 WIR05.73R § 6217670 § 8416430 § R319.008

(*13} Use of the equity method was discontinnead sinee the value of mvestments 1s less than zero due to accomulated deficit
(*2} The total ownership percentage combimng the ownershap which Kia Motors Corp. holds 15 more than 20% and the
Company 1s considerad to be able to exercise significant influence over the operating and financial policies.

Crarnershap
percentags
(o)
100.00

100.00
.00
100,00

70,00
100.00

100,00
59,60
100,00
100.00
100.00
24,08
100.00
500
100,00

22.00
100,00
30.00
100,00
100.00

91.75

80.00
100,00
3R.a7
6,47
32,29
5764
26,13
20.54
3758
16.77
47.27
50.00
39 4o
20.55
12.00
.00
50.00
29,90
30,00

31.84
20.00
20.00



[nvestment securities accounted for using the equity method as of December 31, 2006 consist of the following:

Korean Won

Translation into

LS. Dollars {(Mote 2}

Acqmsihon MNet gty Acqumsihon  MNet @iy Orarniershop
Affihated company cost valuz Book value cost valus Book value  percentage
(In millions) (In thousands) {%a)
Hyundai Motor Amenca W1,227.460 W 1,267,449 W 1076088 § 1,308,320 § 1,350,937 § 1,146,971  100.00
Hyundai Motor Manufactunng

Czech, Ltd, 48,034 50,098 50,098 51,198 53,398 53398 100.00
Beyjmg-Hyunda Motor Company 232,410 380,199 371,464 247,719 405,243 305033 S, 00
Hyunda Motor India 244017 522 508 503,831 2a0.091 556,926 537.019 100.00
Hyunda Assan Otomotive

Sannayvi Ve Ticaret A S (*1] 91,315 THRIS - 97,330 8.340 - Tk 00
Hyundai Translead 74977 ®1,505 107664 79914 BE,070 114,756 100.00
Hyunda Motor Europs Techmeal

Center GmbH 53,496 51,514 51,514 57020 54 907 54 907 100.00
China Millennium Corporations 53, 466 13,868 53 404 56,088 14,781 57018  59.60
Hyunda Motor Japan Co. (1) 42,292 (42 334) - 45,078 (45,123) - 100,00
Hyundai Motor (UK) Ltd. (*1) 36,681 (3,661) i 30 (97 (3,907) . 100.00
Hyunda Motor Poland Spazo.o. 24,139 15,047 29815 25,729 16,038 31,779 100.00
Beijing Mobis Transmission Co., Lid 22,790 26,411 26,411 24,29] 28,151 28,151 24,08
Hyundai Motor Europe GmbH 17,520 24,084 24,084 18,684 26,630 26,630 100.00
Hyunda Motor Group China Lid 15,371 14,552 14,266 16,384 15,511 15,206 S, 00
Hyunda Motor Company Austrakia 12,382 41,049 47,183 13,198 43,753 44,962 100,30
WA Autometive Engmne (ShanDong)

Company 10,298 7,205 10,298 10,976 T.A80 10,976 22.00
Hyunda Amenca Techmcal Center Inc. Q635 17,338 17,338 10,270 18 480 18, 480 100.00
Hyundar Motor Deutschland GmbH 7ol 19,741 19,217 1208 21,041 20,483 30.00
Hyunda Motor Norway AS 5,630 f.309 5,754 0,007 0,725 6.133 100,00
Hyunda Motor Hungary 5,415 2,283 2,283 5,772 2.433 2433 100.00
Betjing Jinxian Motor Safeguard

Service Co,, Ltd 4,907 3,070 3,070 5,230 3272 3272 91,75
HMI R&D Center Inc. 1,510 1,798 1,798 1609 1916 Lola  100.00
Eaa Motors Corporation 923,957 1,972,554 2,024,647 UR4 19 2102488 2. 158,012 3867
Hyunda Capital Service Inc, MM, 325 62l 070 476 804 533,282 oo 093 454 982 56,47
Hyundai Card Co., Ltd. 435,571 277003 284 ToR 464,262 205249 303,526 33.27
Hyunda Rotem (Formerly, ROTEM) 254 308 272,152 336,191 271,058 200079 358,336 3764
Hyunda HYSCO 200,768 259 460 250,199 213,903 276,551 266,080 260,13
Korea Aerospace Indusines, Lid. 150 B0 79717 79,508 170,326 B4 068 B4, T45 22,23
Hyunda Powertech 120,004 151,265 142,523 127,904 161,229 151,911 5,00
Hyundai Autonet Co., Ltd. (*2) 118,554 77123 123,437 126,363 82,203 131,568 16.77
Diymos Ine. 68,872 116,008 113,929 73,409 123,745 121,434 47.27
WA Corporation 34,357 173,803 149,012 36,6020 185,252 158,828 39, 46
Korea Economy Daily 20,973 22072 25341 31,947 23,526 27010 20.55
Eukor Car Catriers Ine. (%2} 29,347 77,203 o8, 165 31,280 82,288 72,655 12,00
Partecs Co 22,400 21,988 21,988 23,876 23,436 23,436 56,00
KEFICO Corporation 20,911 115,739 113,412 22 28R 123363 120 883 50,00
Autoaver Byvstams Corp 5,947 13,773 13,773 0,339 14,680 14,680 29,90
Chasan Co., Lid, 4,500 (9443 4,500 4,796 (1,000 4,796 30,00
M & Soft Co, Ltd (Formerly, Mando

Map & Soft Co., Ltd.) 2,278 2,989 3,082 2,428 3,186 3,285 25,82
lljm Bearing Co., Ltd. 826 14823 14823 BEl 15,800 15,7499 20,00
Dagsung Automotive Co., Lid. I 9081 9081 427 G680 9679 20,00

W 5,173,671 WaTR5923 Won6l6813 § 5514412 § 7232917 § 7052668

(*1} Use of the equity method was discontinned since the value of mvestments 1s less than zero due to accumulated deficat
(*2) The total ownership percentage combining the ownershap which Kia Motors Corp. holds is more than 20% and the
Company 15 considerad to be able to exercise sigmificant mfluence over the operating and financial policies.



23 The changes in investment securities accounted for using the equity method in 2007 are as follows:
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Translation mto
1.8, Dollars
Korean Won (Mote 77
Begmming  Acqusition  Gam (loss) Cither End of
Affiliated company of year /Disposition _onvahmtion  changes (%) vear End of vear
{In mmllions} {In thousands)
Hyurdai Motor America WLOTe, 088 W 27735 W 13,260 W 77270 W 1194353 § 1,273,026
Hyundai Motor Manufacturing

Czech, Ltd 50,098 448 834 (23,076) 53 088 520 844 564,745
Beiing-Hyunda Motor Company 371464 106,985 0,906 (13, 169) 316,19 550,198
Hyvundai Motor India 503,831 - 115417 To,0405 695,313 741,114
Hyundal Translead 107664 5646 14,139 1040 128,489 136,953
Hyundai Motor Europe Technical

Center GmbH 51,514 - 159 0.71a 58,389 62,235
China Millennum Corporations 53,494 - B18 1,260 55 572 50233
Hyundai Motor Poland Sp.zo.o. 29,815 - 6.585 3.753 40,153 42,708
Bening Mobis Transmmssion Co., Lid, 26,411 - 386 2,120 28,917 30,822
Hyundai Motor Europe GmbH 24,984 - G35 3,300 28,945 30,852
Hyundai Motor Group China Lid. 14,266 - 8.370 1.876 24,512 26,127
Hyundai Motor Company Australia 42,183 - (12.028) 5.146 35,301 37,626
WIA Automotive Engine {ShanDong)

Compary 10,298 - (207) 758 10,849 11,564
Hyvundai Amenca Techmical Center Inc. 17,338 - 2.733 187 20,258 21,562
Hyundai Motor Deutschland GmbH 19,217 . (3,571) 2,262 17.908 19,088
Hyundai Motor Norway AS 5,754 - {36) 1,174 6,872 7325
Hyundal Motor Hungary 2,243 - - - 2,283 2,433
Beijing Jimxian Motor Safeguard

Service Co., Ltd 3,070 - 236 374 4380 46659
Hyundai Motor Commonwealth of

Independent States : - 14,374 3,050 18,333 19,541
HMJ B&D Center Inc 1,798 - 22 119 1,939 2,067
Fia Motors Corporation 2,024,647 - (12675 (72,0110 1,939 9a] 2,067,748
Hyundai Capital Service Inc. 426,864 - 116,899 (24.406) 519,357 553,567
Hyundai Card Co., Ltd. 284768 - 69,276 5463 350 507 383,188
Hyundai Rotem {Formeily, ROTEM) 336,191 - 19,862 (14.726) 341,327 EERIY
Hyvundai HYSCO 250,199 - 5.384 2.664) 252,919 260579
Korea Aerospace Indusimes, Lid. 79,508 - Q56 B.R57 80,321 95 205
Hyvundal Powertech 142,523 15,040 {T98) (5,933 150,792 160,725
Hyundai Autonet Co., Lid. 123,437 - 2,652 (1,839 124,250 132,434
Crvimos [ne. 113,929 - T.887 320 122,136 130,181
Hyundal Commercial Inc. - S0, (00 39461 (18851 35,109 37,422
WIA Corporation 149,012 - 26,914 (42123 171,714 183,025
Korea Economry Daly 15,341 - 1.522 (32] 26,811 18,577
Eukor Car Carriers Inc. 68,165 - i(3,914) (1,733 62,518 66,636
Partecs Clo. 21 988 - (2099 : 21,779 23214
KEFICC 113,412 - 13,465 (8,803 118,014 125, 78R
Autoever Syatemns Corp, 13,773 - 3,440 24 17,237 18,372
Chasan Co.. Lid. 4.500 - i4,500) - -

M & Soft Co., Ltd (Formerly, Mando

Map & Soft Co., Lid) 3,082 1,647 3,144 {51a) 7357 TE4]
lljin Bearng Co., Ltd. 14,823 - 1.511 {225) 16,109 17,169
Cragsung Automotive Co, Lid, 9081 - 092 94] 10,714 11,419

W a6lo 813 W 655847 W 445301 W BT TTT W TRO5.T3R & 8,319,908

(*}  Other changes consist of the decrease by W25 500 milhion (US$133 767 thousand) due to receipt of the dividends,

decrease of retamed carmngs by Wa35.993 milhon (USE70,.340 thousand), increase of acenmulated other

comprehensive meome by W275,.31 1 milhon (UJS%293, 446 thousand) and increase by W3,950 mmllion (US$4,220

thousand) due to transfer from long-term mvestment secunties to mvestmeant secunties accounted for using the equty

mnethod,
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The changes in investment securities accounted for using the equity method in 2006 are as follows:

Translation mto
LS. Daollars
Foorean Wi {Mote 2
Beginnmg  Acquisiion  Gain (boss)
Affiliated company of vear fDHsposition. onvahation Other changes (*) End of vear Enel of year
(In millions) (In thousands)
Hyundal Motor Amenca W 000 B30 W 93,060 W 174127 W (190,938 W LO076,088 & 1,146,971
Hyunda Motor Manufactunng

Czech, Lid - 48,034 (1,217 3,281 50,008 53,398
Berjing-Hyunda Motor Company 357,744 31,231 64,254 (B1.765) 371,464 305,933
Hyunda Motor India 416611 . 118,136 (30.91a6) 503,831 537,019
Hyunda Assan Otomotive Sannayl

Ve Ticaret A5 122906 - (70,7517 (52.155) - -
Hyundai Translead 06, 760 - 17,065 (6,170) 107,664 114,756
Hyundal Motor Europe Technical

Center GmbH 43, 458 5,863 1.124 1069 a1,514 54,907
Chana Millenminem Corporations 53,039 - 1062 {607 53,494 5T.018
Hyunda Motor (LR Lid. . 106 {10a) - .
Hyundal Motor Poland Spzo.o. 28,118 . 1,227 470 29815 31779
Berjing Mobis Transmission Co., Lid 16,696 2,272 847 {4043 26,411 28,151
Hyunda Motor Europs GmbH 22,0002 - 2,529 453 24,984 20,6310
Hyunda Motor Group China Ltd. 14,068 . 044 {74a) 14,266 15,206
Hyunda Motor Company Australia 26,305 . 17,775 (1.897) 42 183 44,962
WA Automotive Engimne (ShanDong)

Company . 10,298 . - 10,298 10,976
Hyunda Amernca Techmeal Center Inc. 16,375 . 2,375 (1,412 17,338 18,480
Hyundar Motor Dentschland GmbH 11,045 - 10,461 (2,289 19,217 20,483
Hyunda Motor Morway AS - - Hod 4,890 5754 2,133
Hyundai Motor Hungary (2.347) 4,630 2283 2 433
Berjing Jinxian Motor Safeguard

Service Co., Lid, 4,222 - {9393 213 3.070 3,272
HMI E&D Center Inc. 1.241 . 36 {179} 1.798 1.916
Kia Motors Corporation 2,053,260 : 6,774 (35387) 2,024,647 2,158,012
Hyunda Capital Service Inc. 346,834 - 77,443 2,587 426,864 454,982
Hyunda Card Co., Lid 104,858 142,539 91,550 (54,079 284,768 303,526
Hyundai Rotem (Formerly, ROTEM) 304341 {30.952) 45 B84 16,918 336,191 358,336
Hyundai HYSCO 246,740 : 8,037 (4.578) 250,199 266,680
Korea Asrospace Industries, Lid, 82,075 30,000 (32.567) - 79,508 84,745
Hyunda Powertech 139 089 - 3,104 270 142,523 151,911
Hyundal Auntonet Co., Ltd. 117970 5,473 (@) 123437 131,568
Diymos Ine. 105,983 : 7.008 (52) 113,920 121,434
WA Corporation 124,665 - 26,212 (1,865 149012 158,828
Korea Economy Daily 24,378 - 1148 {1B5) 25,341 27,0110
Eukor Car Carriers Inc. 63,080 4,176 - 68,165 72,655
Partecs Co. 22,400 . {412} - 21,988 23,430
KEFICO 109 487 - 12,651 (8, 726) 113,412 120,883
Autoever Systems Corp. 8,998 4697 2615 (2,537 13,773 14,680
Chasan Co., Ltd. : 4,500 : - 4,500 4,796
M & Soft Co., Ltd (Formerly, Mando

Map & Soft Co., L), - 1,500 653 020 3,082 3,285
[ljin Bearing Co., Ltd. 14,128 . 0921 {22a) 14,823 15,799
Daszsung Antomotive Co., Lid. 6,017 . B9 2,185 G081 9670
Haevichi Leisure Co., Lid 9.097 {9,142) 44 1 -

WOll5447 W 3400900 W 600321 W (430855 W 6616813 § 7052668

(*)y  Other changes consist of the decrease by W146,164 million (U5%155,792 thousand) due fo receipt of the dividends, decrease

of retamned carnings by W17,413 million (US$18, 560 thousand), decrease of cumulative other comprehensive meome by
W2RR, 107 mullion (USE307,085 thousand) and inereasa by W 11,829 million (US%12.608 thousand} due to transfer from
long-term investment secunfies to investment secunties accounted for using the equity method.



]
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[nvestment securities accounted for using the equity method as of December 31, 2007 and 2006 are valued based on
the financial statements of the investees as of the same balance sheet date. respectively, which were neither audited
nor reviewed by an external auditor,

(31 Condensed financial mformation of the affiliates as of and for the vear ended December 31, 2007 15 as follows:

Korean Won Translation mnto U5, Dollars (Note 2}
Met meome Met meome
Aftiliated company Assets Laabilities Sales floss) Assets Liabilities Sales (loss)
(Tn millions) (Tn thousands)

Hyundai Motor Amenca W 361,888 Wol%e067 WESI2 95 W 10250 § TR46822 % 44098250 § 907372 % 10,925
Hyunda Motor Manufactunng

{Czech, Lid a7, 74] TIR9T - {22,390) ad7. 773 83,028 - (23871}
Beljing-Hyunda Motor Company 1,757,047 TIL,713 2867, 597 111,036 1.872,T85 THR.594 30506, 488 118350
Hyundai Motor India 205,273 1,327.236 2,131,895 126,838 2,186,302 1,414,662 2272325 135,193
Hyundar Assan Otomotive

Sannayl Ve Ticaret A_S. 517,589 527 318 1,198,167 {20,809 551083 Se2.053 1277091 22 180)
Hyundal Translead 234 330 129,981 339 373 16,050 249 766 138,543 1v] 17,107
Hyundai Motor Europe Technical

Center GmbH 138 392 #0.003 a7, 415 206 147 508 B5,273 71,856 220
China Millenmivm Corporations a8,820 58,377 17,152 5,066 94,677 02,222 18,282 5,400
Hyundar Motor Japan Co. 11,102 63, 100 17,334 {6,515} 11,833 67,256 18,476 (6, 044)
Hyunda Motor (UK ) Lid 281036 29,962 591 068 {(5,847) 2909, 548 A0 128 030,002 (0,237)
Hyunda Motor Poland Spozo.o, 306,645 370,19 743,424 8,035 422,772 394,584 792,394 8.564
Benmg Mobis Transmission

Co., Ltd 169,515 49, 423 122679 1,603 180,681 52,679 130,760 17059
Hyunda Motor Europe GmbH 606138 577193 2057371 o8 ada_ 065 615,213 2832414 B
Hyundai Motor Group China Ltd. 212,003 162,979 845660 16,740 225068 173715 901364 17,843
Hyunda Motor Company

Australia 227870 178,017 752,410 2529 242880 189,743 801972 2,696
WA Autometive Engine

{ ShanDong K- ompany 90,626 41,312 595 (2939 96,590 44,033 R A (1,001
Hyunda America Techmeal

Center Inc 41,300 21,042 82,408 2,234 44,020 22,428 87,830 2381
Hyunda Motor Deutschland

GmbH 157.410 06,070 760 586 (9825 167779 102398 820279 (10,472
Hyunda Motor Morway AS 30,308 27,890 04,539 1,074 38,700 29,727 100,766 1.145
Hyundai Motor Hungary 3,866 1,674 13,863 (288) 4121 1,784 14,776 (307
Benjmg Jinxian Motor Safeguard

Service Co., Ltd 13,235 8,461 44,816 930 14,107 9018 47,768 001
Hyunda Motor Commonwealth

of Independent States 241,017 217,281 T48_347 17.96T 256893 231,593 797641 19,151
HMI E&D Cantar Inc, 6,022 4,082 12,225 71 0.419 4,351 13,030 76
Kia Motors Corporation 12,853,800  7772,400 15948542 13,500 13700490  B290,770  16.999.085 14,389
Hyunda Capital Service Inc. 13.7198% 12,320,621 2,244 B9 32576 14623037 13132190 2392762 Ja5, 142
Hyunda Card Co., Lid 4.621,523 35160917 1121407 213,178 4075940 3,748,579 1195275 227210
Hyundai Rotem

{Formetly, ROTEM) 1,584,008 1,072,234 1,732,100 AL076 1,688,444 1,142,863 1,846,195 43,782
Hyunda HY SCO 2,682 612 1681850 3, T31.BRE 17,901 2859318 1.T92635 34977711 19,080
Korea Aerospace Indusines, Lid. 1056220 653, 50 B00_200 4. 200 1,125 Ta4 696547 BA2.010 4477
Hyunda Powertech 168,99 747,743 B6o7.020 1,471 |.245.999 96 997 924,131 1568
Hyundar Auntonet Co., Ltd. 724962 245 475 BEO_0306 30,108 T2 TG 261,645 947 598 38,486
Dymos Ine. TIE.650 465 8T 1,101,205 16,207 776,647 496,557 1173742 17,275
Hyunda Comimearcial Ing, Bo0.e07 T, 3ED 57,793 7921 917.296 Bd2 453 al, 000 8,443
WA Corporation 1.896 812 1,403,011 3,365,700 5810 2,021,757 LA95 428 3587401 S8,420
Korea Economy Daily 194913 79000 120,400 8,800 207,752 84,204 128,331 9380
Eukor Car Carniers Inc 1.579, 800 988,233 1.591,213 {21,657y  1083,809 1053329 Lo95,027 (23,.084)
Partecs Co. 108,201 69,311 16,591 (R71} 115328 73 877 17,684 (928)
KEFICO Corporation 391,973 151,598 513,998 25,843 417,793 lal. 584 SATRSES 27,545
Antoever Byvstams Corp 169,766 112,116 420,069 11,370 180, 249 119,501 447,739 12,119
Chasan Co., Ltd. 57,249 81,788 : (19.820) 61,020 87175 : (21.126)
M & Soft Co., Ltd (Formerly,

Mando Map & Soft Co., Ltd.). 0,661 7.831 43,079 10,942 32 681 8.347 45,017 11,663
ljin Bearing Co, Ltd. 131.275 50,732 182,717 7,405 139922 54,074 194,753 T893
Dagsung Antomotive Co,, Lid T0,705 17,134 of, 416 2,894 75,302 18,263 72,923 3085
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(4)  Sigruficant unrealized profits (losses) that ocourred in transactions with investees in 2007 are as follows:

Translation into

Eorean Won LS. Dollars {Note 2
Bepginning
Transaction type of vear Increase Decrease End of vear End of year
{In milhons) {In thousands)
Inventories WO 110485 W 138361 W (110,485 W 138,361 % 147 475
Froperty 202,819 152,674 (63,358) 286,135 304,983
Accrued warranties (52,035} (51,4630 52,035 (51.463) (54.853)
W 261,269 W 239572 W (127R08) W 373033 § 397,605

Sigruficant unrealized profits {losses) that occurred in transactions with investees in 2006 are as follows:

Translation into

Korean Won 1.5, Dollars (Mote 2)
Begimning
Transaction tvpe of year Increase Decrease End of vear End of vear
(In millions) {In thousands)
Inventories W 202968 W 110485 W (2029680 W 110485 § 117,763
Property 100,908 38,418 (36.507) 202,819 216,179
Accrued warranties (37.354) {52,035 37.354 (52.035) {55,463)
W 266522 W 196868 W (202121} W 261.269 § 278,479

(57 The sigmficant differences of accounting treatments between the Company and investees for sumilar
transactions and accounting events are adjusted. Such adjustments of the difference of accounting treatments

decreased the gamn on equity method valuation included in current operations by W368 million (US$392

thousand) in 2007 and mereased the gain on equity method valuation included m current operations by #35,228
million (USE5.572 thousand) in 200046,

(6)  The unamortized (or unreversed) balance of goodwill and negative goodwill as of December 31, 2007 15
W254,633 million (US$271,406 thousand) and W46, 768 million (175349,849 thousand), respectively. In
addition, the unamortized (or unreversed) balance of goodwill and negative goodwill as of December 31, 2006
15 W287,583 milhion (T735306,526 thousand) and W 50,207 milhon (USE53,514 thousand), respectively

(7). The market price of listed equity securities as of December 31, 2007 15 as follows;

Translation into

Korean Won LS. Dollars (Note 2)
Affihated company Price per share  Number of shares Mlarket value Market value
(In millionsg) {In thousands)
kia Motors Corporation ¥ 10,100 W 134285491 W 1356283 § 1445622
Hyundai HYSCO 10,050 20,954 188 210,590 224 462
Hyundar Autonet Co., Ltd. ¥ 6,380 W IRBTOON0 W 247991 % 264,326

(8)  The cumulative losses not recognized by the Company due to the suspension of the valuation of equity
securities using the equity method as of December 31, 2007 and 2006 are ¥ 107,119 million (LJ53114,175
thousand) and Wa9,663 mllion (US$74,252 thousand), respectively
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8. PROPERTY. PLANT AND EQUIPMENT:

Property, plant and equipments as of December 31, 2007 and 2006 consist of the following:

Eorean Won

Translation nto
1.5, Dollars (Mote 2)

Diescription 2007 2006 2007 2006
(In millions) (In thousands)

Buildings and structures WooO3B67.824 W 3683446 3 4122601 § 0 3,926,078
Machinery and equipment 5997620 5,355,368 6,392,688 5,708,130
Vehicles 82,109 76,282 87,518 81,307
[Dies, molds and tools 2,853,670 2,628,159 3,041,644 2,801,278
Crther equipment 713,637 639 485 Jo0,644 02,926

3,514,860 12,402,740 14,405,095 13,219,719
Less: accumulated depreciation 6,338,920 5,680,264 6,756,480 6,054,428

7.175.93] 6,722,476 1.648,615 7,165,291
Land 1,960,537 1,948,203 2,089,679 2,076,533
Construction in progress 584,597 794,795 623,105 247,149

W 0721065 W 9465474 § 10361399 § 10088973

The changes in property, plant and equipment in 2007 are as follows:

Translation into

L. &8, Dollars
Eorean Won (Mote 2)
Beginming Other End of End of
of vear Acguisition  Transfer Cisposal  Depreciation changes (%) VEar Year
(In millions) {In thousands)
Land WOLO4R 203 W - W O12515 W (181 W . W W1.960,537 & 2080670
Buildings and struchiies 2.876,163 - 216,046 (21,627 (116,748} - 2,953,834 3,148,405
Machinery and equpiment 2,949,042 - 742 556 (31.040) (A16.537) - 3244015 3,457,701
Vehicles 33,115 - 11,346 {T8G) {8, 80%) . 34 Bae 37163
Dhes, molds and tools 044,042 - 258 236 (1,453] (193,731} - e, 094 754,737
Other equupiment 220,114 - 93,934 (1,587) (77.344) - 235,122 250,600
Construction in prograss 794795 OTR 004 {1,335633) (5,305) - 152 E16 584,597 623,105
Total W 0465474 W 078014 W - W (62.070) W (813169 W 152816 W9.721,065 § 10,361,399
(*}  Other changes consist of decrease in transfar of Wa, 540 millhon (556,971 thousand) from construchon m progress to mdustnal

property nghts and increase in transfer of W 159 356 million {(US8169 853 thousand) from mventones to construction in progress,
The changes in property, plant and equipment 1n 2004 are as follows:

Translation into

LI 5. Daollars

Korean Won iMote 2}

Beginming Other Ene of Enel of

of vear Acoguisition  Transfer [nsposal  Depreciation changes (%) yeaar Vear
(In millions) (In thousands)
Land WOLE0 548 W - Woo49.364 W (709 W - W - W1048203 % 2,078,533
Buildings and structiures 2555 048 - 437 003 (7,072 {108, B1a) . 2ETe 163 065618
Machinery and equpment 2,620,856 - 760,246 (51,9913 {380,069) - 2,949 042 3,143,298
Vehicles 35,003 - 8,77 (1,585) (9,082) - 33115 35,290
Dies, molds and tools 583,581 - 275,622 (5,225) {209, 936) . o4 042 Gl 466
Other equiptnent 237,020 - 67,962 (1,484) (R3.384) - 220,114 134613
Comstrachion m prograss LO14.506 1221680 (1.599876) (2,583) - 161,068 794,795 847,149
Total W OE945.562 W 1221 680 W - W (71549 W (701287 W 161,068 Wo 465474 3 10088 973
(*}  Other changes consist of decrease in transfer of W9, 252 mullhon (US%9. 861 thousand) from construchion m progress to ndustnal

property nghts and inerease in transfer of W 170,320 mallion {USE181, 5339 thousand) from inventones to constrction in progress,

As of December 31, 2007, a substantial portion of the Company's property, plant and equipment 15 pledged as
collateral for various loans up to a maximum of W 864,790 million (US$921,754 thousand) (see Note 13)



As of December 31, 2007, the published value of the Company-owned land (12,946 thousand sguare meters) totals
W2, 452 666 million (US$2.614,225 thousand) in terms of land prices officially announced by the Forean
government.

The Company has entered into financing lease agreements for certain machinery and equipment with the book value

of W3, 5890 million (U554, 146 thousand) as of December 31, 2007, Mo annual payment on the lease agreements
remains as of December 31, 2007,

9. INSURANCE:

As of December 31, 2007, property, plant and equipment are insured for W6,637,208 mulhion (US$7,074, 406
thousand). In addition, the Company cames products and completed operations hability insurance with a maximum

coverage of TUSH155,000 thousand and ¥ 1.000 million (I7531,066 thousand) with Hyundai Fire & Marine Insurance
Co., general msurance for vehicles and workers' compensation and casualty insurance for employees

10. INTANGIBLES:

Intangibles as of December 31, 2007 and 2006 consist of the following:

Translation mnto

Forean Won 1. 5. Diollars (MNote 2)
2007 2006 2007 2006
Acquisition  Accumulated Accumulated
Diescription cost amortization impairment Book value  Book value  Book value Book value
(In millions) {In thousands)
[ndustrial property rights W 55048 W 38,400 W - W 16,639 W 17580 % 17.735 § 18,738
Development costs 2842355 1,465,600 20,793 1,355962 1,001,333 1,445 280 1,163,220
Other 37,704 29181 - 8523 9684 9085 10,322

W2.035107 W 1,533.190 W 20,793 W1.381.124 W 1.118507 § 1.472.100 § 1.192,380

The changes in intangibles in 2007 are as follows:

Translation into

Korean Won U 8 Dollars {Note 2)
Industrial Development
Description property rights costs COther Total Total

(Tn millions) {In thousands)
Beginning of vear W 17,580 W 1,091,333 W D684 W 1,118,597 % 1,192,280
Addition: Expenditures 6, 5440 609,057 171 615,768 656,329
Deduction: Amortization {7.481) (344.428) (1.332) (353.241) {376,509
End of year W 16,639 W 1355962 W 823 W 1381124 § 1472 1000

The changes in intangibles in 2006 are as follows:

Translation into

Forean Won LI 5. Dollars (Note 2)
Industrial Development
Description property rights costs Other Total Tatal
{In millions) {In thousands)

Beginning of year W 15573 W 893300 W 11,513 %W 920,395 % o8],022
Addition: Expenditures 9,252 514.521 - 523,773 558.275
Deduction: Amortization {7,245) (295.704) (1.829) 304, 778) (324.854)
Impairment loss - (20.793) - (20,793) (22.163)

End of year W 17580 W 1091333 W D684 W L1IB 59T § 1,192 280
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Research and development expenditure in 2007 and 2006 are as follows:

Translation nto

Forean Waon LI, 5, Dollars (MNote 2)
2007 2006 2007 2006
{In millions) {In thousands)
Development costs W 609057 W 514521 % 649,176 F 0 548413
Orchnary development
{manufacturing cost) 093,593 119,103 99,758 126,948
Research costs (SG&A) 3], 560 413.576 385376 440,819

Wo1,064.210 W 1,047.200 $ 1134310 § 1116180

11. OTHER ASSETS:

Other assets as of December 31, 2007 and 2006 consist of the following:

Translation into

Forean Won L[5, Diollars (Mote 2
Diescription 2007 2006 2007 2006
(In millions) {In thousands)

Long-term financial instruments (MNote 3) W 37 W 40 % 39 % 43
Long-term notes and accounts receivable,

less unamortized present value discount of

W2,686 mllion in 2007 and 1,307 million

in 2006 8,559 9.210 9,123 9,817
Long-term other accounts receivable,

less unamortized present value discount of

W15 million in 2007 and %448 million

in 2006 (MNate 2) 79,709 82,804 84,959 88,258
Long-term loans 5,881 13,520 G, 268 14,411
Lease and rental deposits 190,277 184,829 202,811 197,004
Long-term deposits 104,913 101,050 111.825 107,705

W 389376 W 391,453 § 415025 § 417,238

12, SHORT-TERM BOERCOWINGS:

Short-term borrowings as of December 31, 2007 and 2006 amount to % 431,209 million (U78$459.613 thousand) and
W474,165 million (UUS$505,399 thousand), respectively, and consist primarily of overdrafts and banker’s usance

with annual interest rates ranging from Libor + 0,15 percent to 710 percent.



13, LONG-TERM DEET AND DEEENTURES:

Long-term debt as of December 31, 2007 and 2006 consist of the following:

Translation into

Korean Won 115 Dollars (Mote 2)
Annual
Dlescription Interest rate 2007 2006 2007 L
(%a) (Tn millions) {In thousands)
Debentures 375552 W1, 400000 S 1,214,132 0% 1492219 % 1,294108
Local currency loans:

General loans 300~ 5.50 W 16,802 W 15991 % 17,902 § 17.044
1,416,802 1,230,123 1,510,128 1.311.152
Less: current maturities 201.461 116,233 214.731 123,889

Wo1,215341 W 111389 § 1295397 § 1187263
Debentures as of December 31, 2007 and 2006 consist of the following:

Translation into

Korean Won 11.5. Dollars (Note 2)
Dlescription Matunty Interest rate 2007 2006 2007 L
(%a) (In thousands) {In thousands)
MNon-guaranteed Now 10, 2008

debentures ~Apr 12, 2012 375352 W 1400000 W 1100000 5 1492219 § 1172458
Overseas debentures Jul 15, 2007 7.60 - 114.132 - 121.650
1,400,000 1,214,132 1,492 219 1.294 108
Less: discount on debentures 2455 2.321 2.617 2474

W 1397545 W 1211811 § 1489602 § 1.29]1.634

The maturity of long-term debt and debentures as of December 31, 2007 1s as follows:

Translation into

Forean Won LS Dollars (Note 2
Local
CUrrency
Diescription Diebentures loans Total Total
{In millions) {In thousands)
2009 W 300,000 W 742 W 300,742 % 320,552
2010 300,000 062 300,962 320,787
2011 300, (0K) 1.395 301,395 321,248
2012 Thereafter 300, (00K 12,242 312,242 332810
1,200, 000 15,341 1.215.341 1,295,397
Less: discount on debentures 2,455 2455 2617

W 1197545 W 1534] W 1212886 3 1,292 780




14. COMMITMENTS AND CONTINGENCIES:

(1) The Company is contingently liable for guarantees of indebtedness, primanly for the following affiliates
(including foreign subsicharies), as of December 31, 2007

Translation into

Description Forean Won LLS. Dollars (Mote )
(In millions) (In thousands)
Hyundai Capital Co., Ltd W 317908 % 338,849
Hyundar Merchant Marine 1 80,048 191 208
Hyundai Rotem (Formerly, ROTEM) 186,100 198,359
Hyunda Motor Amenica 187,640 200,000
Hyundar Motor Manufacturing Alabama LLC 633,285 673,000
Hyundar Auto Canada Captive Insurance Incorporation 16,057 17,115
Hyunda bMotor Finance Company 468,162 499000
Hyundai hMotor India 187,640 200,000
Hyundar bMotor Europe GmbH 23 481 25,028
Hyunda hMotor Europe Technical Center GmbH 69,063 73,611
Hyundar bMotor UK Limited. 32,797 34,957
Hyunda hMotor Japan Co. 41.667 44,412
HT B&D Center Inc. 31687 3376
Hyundai Translead 19747 85 000
Smatt Alabama LLC 107,893 115,000
Hyundar America Technical Center Inc. 15,011 16,000
Beying lingzaan Motor Safeguard Service Co., Ltd. 2,815 3,000
Beying Hines Millenmium Real Estate Development Co., Ltd. 13,220 14,1080
Equus Cayman Finance Ltd. A75,280 400,000
UTs 225,168 240, (0K}
W 3166158 § 3374715

(21 As of December 31, 2007, 23,993 466 shares of Kia Motors Corporation, 2,640,000 shares of Eukor Car
Carriers Inc., 12,000 shares of Eukor Car Cammiers Singapore Pte Ltd, and 150 imvestment certificates of

Machinery Financial Cooperative (Formerly, Machinery Insurance Cooperative) in long-term investment
securities and investment securities accounted for using the equity method, 2 blank promissory notes, 1 check

amounting to W2 624 million (LIS32, 797 thousand) and property, plant and equipment (see MNote 8) are pledged
as collateral for short-term borrowings, long-term debt and other pavables,

(31 The Company uses a customer financing system related to a long-term installment sales system and has
provided guarantees of W3 1,583 milhion (U5%33,663 thousand) to the banks concerned as of December 31,

2007, These guarantees are all covered by mnsurance contracts, which regulate a customer and the Company as a
contractor and a beneficiary, respectively.

(47 The Company signed lease financial agreements with Hyundai Commerecial and Hyundai Capital to promote
sales of buses. According to the agreements, the Company has a joint responsibility to the puarantee limit of the

lease user's hiability stipulated in the agreement. As of December 31, 2007, the amount of guarantee 15 W6, 457
million {USS 92152 thousand). In addition, the Company 15 obliged to pay the lease fee and dispose of leased
assets within certain period in case the lease users are bankrupt or long overdue.

(37 As of December 31, 2007, the outstanding balance of accounts receivable discounted with recourse amounts to
Wl 476,345 mullion (US$1,573,593 thousand), including accounting receivable from export sales.
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(6) The Company accrues estimated product liabilities expenses and carries the products and completed operations
liability insurance {see Mote %) 1in order to cover the potential loss, which may ocour due to the lawsuits related
to its operation such as product liabilities. The Company expects that the resolution of pending cases against the
Company as of December 31, 2007 will not have any material effect on its financial position,

(7 The Company made an agreement with its European sales subsidiaries and agents for them to be responsible for
projected costs for dismantling and recyeling vehicles sold in corresponding countries to comply with European
Parhament directive regarding End-of-Life vehicles (ELV)

(8)  In 2006, the Company sold 10,658,367 shares of Hyundai Rotem (Formerly, ROTEM) to MSPE Metro Investment

AR and entered into a shareholders™ agreement. MSPE Metro Investment AB 1s entitled to put option to sell
those shares back to the Company 1n certain events (as defined) m accordance with the agreement

15 ACCRUED WARKANTIES:

The changes in accrued warranties in current and long-term habilities m 2007 and 2006 are as follows:

Translation into

Forean Won 115, Dollars {MNote 2)
Diescription 2007 2006 2007 20006
(In millions) {In thousands)
Beginning of yvear W 3084907 W 3168283 § 3288112 % 3376980
Acerual 320,322 261,436 341,422 278,657
[Tse (349 8100 (344 812 (372.852) (367 525
End of year W 3055419 W 3084907 § 3256682 % 3288112

16, CAPITAL STOCK:

Capatal stock as of December 31, 2007 and 2006 consists of the following:

Translation mnto

Authorized Issued Par value  Korean Won 115, Diollars (Note 2)

{In millions) {In thousands)
Common stock 450,000,000 shares 219,873,808 shares W 5,000 W 1,155,969 $ 1.232,114
Preferred stock 1 50, (0N 000 shares 65, 202,146 shares 5,000 331.011 352,815
W 1486980 % 1,584,929

Capatal stock as of December 31, 2006 consists of the following:

Translation into

Authorized [ssued Par value Eoorean Won LS. Dollars {Note 2

{In millions) (In thousands)
Common stock 450,000,000 shares 219,466,255 shares W 5000 W 1,153,931 1,225,941
Preferred stock 150,000,000 shares 65,202,146 shares 5,000 331.011 352,815

W 1.484.942 § 582,756

In 20407, a part of the stock options granted to the directors were exercised at an exercise price of W26.800
(USE28.57) and new common stock of 407,553 shares were 1ssued. This 1ssue of new common stock resulted in the

increase in paid-in capital in excess of par value by ¥ 13,552 million (US$14,445 thousand),
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The Company completed stock retirement of 1,320,000 common shares of treasury stock on May 4, 2004, which had
been acquired for the purpose of such retirement based on the decision of the Board of Directors on Barch 12, 2004,
Also, the Company acquired treasury stock after cancellation of Trust Cash Fund on March 2, 2001 and in
accordance with the decision of the Board of Directors, on March 5, 2001, the Company retired 10,000,000 common
shares in treasury and 1,004,000 second preferred shares in treasury, which had additional dividend rate of 2 percent
to the rate of common stock, using the retained eamings. Due to these stock retirements, the total face value of
outstanding stock difters from the capital stock amount,

The preferred shares are non-cumulative, participating and non-voting. Of the total preferred stock 1ssued of
63,202,146 shares as of December 31, 2007, a total of 27,588,281 preferred shares (First and Third preferred shares)
are eligible to receive cash dividends, 1f declared, equal to that declared for common shares plus an additional 1
percent mimimum increase while the dividend rate for the remaiming 37,613,865 preferred shares (Second preferred
shares) 15 2 percent higher than that declared for common shares,

17. CAPITAL SURPLLUS:

Capital surplus as of December 31, 2007 and 2006 consists of the following:

Translation into

Korean Won ULS. Dollars (Note 2}
Diescription 2007 2006 2007 2006
(In millions) (In thousands)
Paid-in capital in excess of par value %W 3307943 W 3204301 % 3525840 §  3,511.395
Aszet revaluation surplus 1,852,871 1,852,871 1,974.921 1,974,921
Other 279,101 261.743 207 486 278,985

W 5430915 W 5400005 § 57983247 § 5765301

On January 1, 1981, January 1, 1993 and July 1, 1998, the Company revalued its property, plant and equipment at
their respective appraised values (which were appraised by the Korea Appraisal Board and approved by the relevant

tax office).  The resultant cumulative appraisal gains, amounting to 'W2,547 417 milhion (UUS32,715,217 thousand),
were included in capital surplus, after offsetting accumulated deficit of W 16.022 million (U75$17,077 thousand), a
deferred foreign currency translation loss of W594,275 milhion (US$633,420 thousand), reduction for an asset

revaluation tax payment of Wa67.547 million (US$71.996 thousand) and adjustment of W 16,702 million (175517802
thousand) due to the disposal of revalued assets within 1 vear after revaluation.

18. CAPITAL ADJUSTMENTS:

Capatal adjustments as of December 31, 2007 and 2006 consist of the following:

Translation mnto

Forean Won 1.5, Dollars {Mote 27
Description 2007 2006 2007 2006
{In milhions) (In thousands)
Treasury stock W (723524 W (Tle3ley & (TT1L183) & (763,500)
Stock option cost 4,669 9,337 4,976 9952

W (T18.855) W (706.979) 3 166,207 § (753,548)

(1) Treasury stock

Far the stabilization of stock price, the Company has treasury stock consisting of 11,071,741 common shares and
2,950,960 preferred shares with a carrying value of W723,524 million (US§ 771,183 thousand) as of December 31,
2007, 11,287,470 common shares and 2,950,960 preferred shares with a carrving value of ¥716,316 million (1753

763,500 thousand) as of December 31, 2006, which were acquired directly or indirectly through the Treasury Stock
Fund and Trust Cash Fund.



2) Stock option cost

The Company granted directors stock options at an exercise price of W26, 500 (grant date: February 14, 2003,
beginming date for exercise: February 14, 2006, expiry date for exercise: February 13, 20110 These stock options
all require at least two-year continued service starting from the grant date. If all stock options as of December 31,
2007 are exercised, 407,671 shares will be 1ssued as new shares or treasury stock or will be compensated by cash,
according to the decision of the Board of Directors.

19, ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS):

Accumulated other comprehensive income (loss) as of December 31, 2007 and 2006 consists of the following:

Translation into

Forean Won 11.5. Dollars (Mote 2)
Description 2007 L 2007 L
{Tn milhions) {In thousands)

Gam on valuation of available-

tor-sale securities, net W T70.114 W 195,214 % 820,842 208,073
Loss on valuation of investment

securities accounted for

using the equity method, net (201.338) (436,369} (214,600) (465,113)
Crain (Loss) on valuation of
derivatives, net (20.682) 14,550 (22,045) 15,508
W S48.094 W (226.605) § 284,197 (241,532)

20, STATEMENTS OF COMPREHENSIVE INCOME:

Statements of comprehensive mcome in 2007 and 2006 consist of the following;

Translation into

Korean Won 115, Dollars {Mote 2)
Diescription 2007 2004 2007 2006
(In millions) (In thousands)
Met income W 1eR2 419 W 1526063 § 0 1793241 § 0 1.626.586

Other comprehensive income (loss):
ain on valuation of available-for-sale

securities, net of deferred tax effect

w218 000 milhion and W25.416 million

in 2007 and 20006, respectively. 574,904 74,913 G]2.769 79,848
Gamn {loss) on valuation of investment

securities accounted for using the equity

method, net of deferred  tax  effect

W40 281 million and W11.840 million

in 2007 and 2006, respectively. 235,030 {267,500) 250,512 (283,120}
Loss on valuation of derivatives, net of

deferred tax effect W13.365 million and

W3, 718 million in 2007 and 2006,

respectively. (35.231) (9.802) (37.552) (10,449}
Comprehensive income W 2457118 W 1323674 § 2618970 § 1410865




21. RETAINED EARNINGS:

Retamned earmings as of December 31, 2007 and 2006 consist of the following:

Translation into

Faorean Won UL, Dollars (Note 2)
Diescription 2007 2006 2007 2006
{In milhions) (In thousands)
Appropriated:
Legal reserve W 250,970 W 223,370 % 267502 % 238,084
Eeserve for business rationahization 545 800 545,800 581,752 381,752
Reserve for improvement of financial structure 98,947 98,947 105,465 1005, 465
Reserve for overseas market development 48,800 48, 800 52,014 52,004
Reserve for technology development B.B68.100 7.628.100 9,452,249 8,130,569
9812617 8,545,017 10,458,982 9 107,884
Before appropriations 1,633,880 1.545 448 1,741,505 1,647,248
Wo11,446497 W 10090465 § 12200487 310,755,132

The Korean Commercial Code requires the Company to appropnate, as a legal reserve, a minimum of 10 percent of
annual cash dividends declared. until such reserve equals 50 percent of its capital stock 1ssued. The Regulation on
Issues and Disclosures of the Securities for histed companies requires the Company to appropnate, as a reserve for
improvement of financial structure, an amount equal to at least 50 percent of the net gain on disposal of property.,
plant and equipment and 10 percent of net income for each vear until the Company’s net worth equals 30 percent of
total assets. These reserves are not available for the payment of cash dividends, but may be transferred to capital
stock or may be used to reduce any accumulated deficit.

The reserves for business rationalization, overseas market development and technological development are voluntary
reserves, which are available for the payment of dividends.

Appropriations of retained earnings for the yvear ended December 31, 2007 were approved at the shareholders”

meeting on March 14, 2008 and the appropriations including the cash dividends of W275,997 million (US$294,177
thousand) are reflected in retained earmings on that date.

22 DIVIDENDS:

The computation of the proposed dividends for 2007 is as follows:

Translation into
Number of [1.5. Diollars
shares Dividend rate  Korean Won (MNote 2)
(inmilhons)  (in thowsands)

Common shares, net of treasury shares 208,802,067 2004 WEO208.803 $ 222,557
Preferred shares, net of treasury shares:
First and Third preferred shares 25,637.321 21% 26,919 28,692
Second preferred shares 360,613,365 22% 40,275 42928

W 275997 $ 294,177

The computation of the proposed dividends for 2006 is as follows:

Translation into

Number of LS. Dollars
shares Dividend rate Eorean Won {Mote 23
(inmillions)  (in thousands)
Common shares, net of treasury shares 208,178,785 200 W 208179 $ 221892
Preferred shares, net of treasury shares:
First and Third preferred shares 25637321 21%% 26919 28.692
Second preferred shares 360,613,365 22% 40275 42928

W 275373 $ 293512



The payout ratios {dividends declared/net income) are 16.4% and 18.0%% for the years ended December 31, 2007 and

2006, respectively.
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23 INCOME TAX EXPENSE AND DEFERRED INCOME TAX ASSETS:

Income tax expense in 2007 and 2006 consists of the following;

Translation mto

Forean Won 1.5, Dollars (Note 2)
Dlescniption 2007 2004 2007 L
{In millions) {In thousands)
Income tax currently payable W 532246 W 266,822 T30 3 284 398
Changes in deferred income taxes due to;
Temporary differences 200,943 142,220 222,706 151,588
Carry forward of unused tax credits 33,530 {32,193) 35,739 (34,313)
Items directly charged to equity (235.111) {17,029 (250, ‘WE} (18,151)
[ncome tax expense W 53104808 W 359820 % 575,152 % 383522

[r 2007 and 2006, the differences between income before tax in financial accounting and taxable income pursuant to
Corporate Income Tax Law of Korea are as follows:

Translation mnto

Korean Won 11.5. Dollars (Mote 2)

Dlescniption 2007 2006 2007 2006
(In millions) {In thousands)
Income hetore tax W 2,222.027 W 1,885,883 § 2368393 % 2.010,108
Addition 3.148,413 2,289,223 3,355,802 2,440, 016
Deduction (3.002.517) (26283600 {3, 2“’*.295} (2.801.493)
Taxable income W 2367923 W 1546746 3 ot HH) 3 1648631

The components of deferred tax assets (liabilities) as of December 31, 2007 are as follows:

Translation into

E.orean Won 11.5. Dollars (Mote 2)

Diescription Current Mon current Current MNon current
{In milhions) {In thousands)
[nvestment securities accounted for
using the equity method e . W (602.880) - $ (642,500
Accrued warranties 239,456 600,784 255,229 640,358
Long-term investment securities - (284.443) - (303,179
Reserve for research and manpower
development (13,7507 (82,5000 (14,656) (87,934)
Depreciation (22,976) (77.266) {24, 489) {82,356
Development cost 53 - 56 -
Denvative assets (habilities) (209 34,586 (223) 36,504
Accrued income (17.566) - (18,723) -
Carry forward of unused tax credits - - - -
Other 95 26,350 102 28,085
W 185103 W (385369 § 197296 5 (410.754)




The components of deferred tax assets (liabilities) as of December 31, 2006 are as follows:

Translation into

Eorean Won ULS, Dollars (Note 2)
Description Current Mon current Current Mon current
(In millions) (In thousands)

Investment securities accounted for

using the equity method W - W (492,379 3 - $  (524,812)
Accrued warranties 206,943 641,407 220,575 683,657
Long-term mvestment securities - (60, 427) - (64, 407)
Reserve for research and manpower

development (52,2500 (6, 2500) (55,692) (102,590
Depreciation 24 (B&, 890} 26 (94.745)
Development cost (1,655) - (1,764) -
Denvative assets (liabilities) {6,803 (37.084) {1,253 (39.527)
Accrued income (19,035) - {20,289 -
Carry over tax deduction 33,530 - 35,739 -
Oither 674 14 404 717 15,352

W 161426 W (119.219) § 172059 % (127.073)

The components of items charged to equity as of December 31, 2007 are as follows:

Translation into

Korean Won LS. Dollars (Note 2}
Temporary Temporary
Description differences Tax effect differences Tax effect
(In millions) (In thousands)
Income tax charged or credited to;
Treasury stock W (85T W (5.108) 5 (19,7971 % (5.444)
Deterred tax charged or credited to:
Eetained earmings 54,468 14,979 5R.056 15,965
Accumulated comprehensive income (890,542} (244.982) (949, 523) (261.119)

W (B36.374) W (230.003) § (891, 467) § {245,154)

The components of items charged to equity as of December 31, 2006 are as follows:

Translation nto

lorean Won U5, Diollars (Note 2}
Temporary Temporary
Diescription differences Tax effect differences Tax eftect
{In millions) (In thousands)
Income tax charged or credited to
Gaimn on disposal of treasury stock W (5,112} W (1.406% 3 {5,449) § {1,499)
Accumulated comprehensive income (8.559) (2.354) {9.123] {2.509)
W (13.671) W (3.760% 3 (145720 5 IEXLLEY
Deferred tax charged or credited to:
Retamned earnings W (1.495) W (411) % (1,593 § (438
Accumulated comprehensive income (46.754) (12,858} {49, 834) {13.705)
W (48,249 W (13.269) § (51427 § (14.143)

The deferred tax assets related to the deductible temporary differences ansing from mvestments in subsidianes and
agsociates of WL 924 million (IS8T 320 thousand) as of December 31, 2007 were not recopnized since 1t 15 not
probable that the temporary difference will be reversed in the foreseeable future, Also, the deferred tax liabilities
related to the gain on revaluation of land of W123,694 million (55131, 842 thousand) as of December 31, 2007
were not recognized since the land may not be disposed of in the foreseeable future,



The deferred tax assets related to the deductible temporary differences ansing from investments in subsidianes and

agsociates of W116,934 million (US5124,637 thousand) and other of W1 833 million {175%1,954 thousand) as of
December 31, 2006 were not recogrzed since 1t 15 not probable that the temporary difference will be reversed in the
foreseeable future. Also, the deferred tax habilities related to the gain on revaluation of land of W123.695 million
(US$131,543 thousand) as of December 31, 2006 were not recognized since the land may not be disposed of in the
foreseeable future.

The Company believes averapge taxable income in the coming years will exceed the amount of deferred taxes to be
realized every vear based on its assessment. The tax rate used in calculating deferred tax assets or liabilities arising
from temporary differences 1s 27 5% including resident tax. The effective tax rates are 24.3 percent and 19.1 percent
tor the vear ended December 31, 2007 and 2006, respectively,

24, REELATED PAETY TRANSACTIONS:

(1) The consohdated subsidianies as of December 31, 2007 are as follows:

Diescription Subsidianes

Diomestic subsicharies  Kia Motors Corporation, Hyundar HY 30, Hyunda Capital Service Inc.,
Hyunda Card Co., Ltd., KEFICO Corporation, Hyundal Powertech, WILA
Corporation, Dvmos Inc. Automobile Industrial Ace Corporation, Hyundar
Rotem (Formerly, ROTEM), Haevichi Kesort Co., Ltd., METIA Co., Ltd.,
hseat Co , Ltd., Autoever Syatems Corp., Hyundar Autonet Co., Ltd. Partecs
Co., Ltd, M & Soft Co., Ltd (Formerly, Mando Map & Soft Co., Lid.). KIA
Tigers Co., Ltd., NGVTER Com, Chasan Co., Ltd, Haevichi Country Club Co.,
Ltd and Hyundai Commercial Inc.

Foreign subsicharies Hyundar Motor India (HMI), Hyundai Motor America (HMA), Hyundair Motor
Japan Co. (HiT), Hyunda Motor Poland Sp.Zo.0 (HMP), Hyundai Motor
Europe GmbH (HME), Hyunda: Motor Company Australia (HMCA), Hyundan
hotor (UE) Lid. (HMUK), Hyunda Motor Norway AS (HMDMN), Hyundal Motor
Hungary (HMH), Hyundar Translead, Inc. (HT), Hyunda America Technical
Center Inc. {HATCT), Hyundal Motor Europe Technical Center GmhH
(HMETC), Beijing Mobis Transmission Co., Ltd (BMT), Hyunda Assan
Otomotive Sannayl Ve Ticaret A S (HACSVT), Hyunda Motor Group {China)
LTy, (HMGC), Beijing Jingxian Motor Sateguard Service Co, LTD. (BIMSS),
Hyundal Motor Manufacturing Alabama, LLC, (HMMA), Hyundal Motor
Finance Company (HMFC), Hyundar Auto CanadalHAC), Hyunda Auto
Canada Captive Insurance Incorporation, (HACCIT). Hyunda Motor Japan R&D
Center Inc. (HMJ R&D), HACC Inc (Formerly, Sevenwood Property Inc ),
World Marketing Group LLC {(WMG), Hyundai de Mexico, S.A de C.V
(HYMEX), Stampted Metal America Research Technology Inc., (SMARTI),
Stampted Metal America Research Technology LLC, China Millenium
Corporations (CMEs), Berjing Hines, Millennium Eeal Estate Development,
Hyundar Motor Manufacturing Czech, Lid. (HMMC), Hyundai Information
System Morth America LLC (HISMA), Hyundar Motor Commonwealth of
Independent States(HMCTS), KLA Motors Amenca Inc. (EMA), KIA Japan Co.,
Lid. (KJC), KIA Motors Deutschland GmbH {EMD, KIA Canada, Inc (KCID),
KIA Motors Polska Sp.z oo (KLY, KLA Motors Europe GmbH (KME), Kia
hotors Slovakaa 5 ro. (EMS), Kia Motors Slovensko Soroo. (EMSS), KLA
hotors Belgium M.V (KMEL, EIA Motors Czech s.roo. (KMCZ), KLA Motors
(UE) Lid (KMUEK), EIA Motors Austria GmbH (EMAS), KLA Motors
Hungary Eft (EWMH), Kia Motors Theria (EMIB), kia Motors Sweden AB
(EMMEW, Kia Automobiles France (EME), EKia bMotors Australia Pty Lid
(EMMALD, Dong Feng Yueda Kia Motors, Yany Kia Motors A/S and Kepair,
Hyundai Pipe of America, Inc., Hysco Amernica Co. Inc., Hysco Slovakia Sro.,
Beijing Hyvundai Hysco Steel Process Co, Ltd, Jlangsu Hyundal Hysco Steel
Frocess Co., Ltd , Hysco Steel India, Ltd . Hyundai-Kia Machine America Corp.
(HEMA), Hyundai-Kia Machine Europe GmbH (HEME), Wia Automotive
Parts, WIA Autoemotive Engine (ShanDiong) Company,



Subsidiaries
Rotem Equipments{Beying) Co., Ltd . EUROTEM., Autoever Systems India
Private Limited, Autoever Syatems China Co., Ltd . Hyundal Autonet Pontus
America, Hyundai Electronics (Tianjin) Co., Ltd., Fio Vista, Rotem USA
Corporation, Kia Motors New Zealand LTD (KMNZ), Wia Trade Corporation,
Kia Motors Manufactunng Georgia, Inc. (KMMG), Hyundai Motor India
Engineering (HMIE), Autoever Systems Europe Gmbh and HYSCO CZECH
5.T.0

Diescription
Foreign subsicharies

(23 Sigmificant transactions with subsidiaries and aftiliates in 2007 are as follows:

Translation into

Korean Won 1.5, Dollars (Note 2)
The companies Sales/proceeds  Purchases/expense Sales/proceeds  Purchases/expense
{In milhons) {In thousands)
Subsidianes:

kia Motors Corporation W 470,458 W 423118 % 501,447 % 450,989
Hyundar Camtal Service Inc 518,22 20,519 552,357 21.871
WLA Corporation 189 842 263619 202 347 280,984
Hyundai Powertech 27.010 207,525 28,789 221.195
Hyundai Rotem (Formerly, ROTEM) 2,134 44,198 2,275 47,109
Hyundar HY 5CO 1,863 200 880 1,986 214112
METILA Co., Ltd 1.696 47,828 1,808 50,978
Hyundar Autonet Co, Ltd. 1,428 101,441 1,522 108,123
Dymos Inc. 586 512,616 625 546,382
Hyundai Card Co_, Lid. 364 71,875 388 76,600
Haevichi Resort 314 5,538 335 6,969
Autoever Systems Corp. 173 165217 184 176,100
EEFICO Corporation 82 322,634 87 343886
NGVTEE.Com 37 10,646 39 11.347
Cames Co., Lid 2 6,322 2 6. 738
Partecs Co., Ltd, - 11,102 - 11.833
Automahile Industrial Ace Corp - 1,502 - 1,601
Hyundai Motor Amenca 2,723,242 - 2,902,624 -
Hyundar Motor Europe GmbH 2,628,581 - 2,802,048 -
Hyundai Motor Poland Sp, Zo. O 795,821 - 848,242 -
Hyundai Motor India 616,646 - 657,265 -
HAOSYVT 613,121 - 653,508 -
Hyundar Auto Canada 579,281 - 6l 7,439 -
Hyundai Motor Company Austrahia 486,677 - 518,735 -
Hyunda Motor Group (China) Ltd, 426,257 - 454,335 -
Hyundai Motor Manutacturing

Alabama, LLC 306,621 409 326,818 436
Hyundar hMotor Norway AS 62,553 - 66,673 -
Hyundar hMotor Japan Co. 6,287 6,701
Hyunda Motor Hungary 1,382 1,473
Beying Mobis Transmission Co., Lid. 1,007 1,169
Hyundai hMotor Europe Technical Center

GmbH 101 16,625 108 17.720
Hyundar America Technical Center Inc. 15 47 057 16 50,157
Others 1,617 2315 1,724 2.467

Affiliates:

Hyunda BMOEIS 380, 543 3.144 665 415,203 3351807
Hyundai Steel Company 3,268 1,822 3,483 1,942
Bening-Hyundal Motor Company 418,959 41,8504 446,556 44 560
EUKOR Car Carriers, Inc., B9 234,026 937 69,203
HT B&I Center Inc. 6 4272 6 4,553
Ijin Beanng Co., Ltd. 1 33,597 1 35,810
thers 12 1,303 13 1,389
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Translation into

Korean Won .5, Dollars {(Note 27
The companies Sales/proceeds  Purchases/expense  Sales/proceeds Purchases/expense
{In mullions) {In thousands)
Others( *):
Glovis Co., Ltd W 89,077 W 429515 % 94945 3 457,808
Amco Corp 2,005 229,432 2,137 244 545
[HL Corp 70 87,214 75 92,959
Innocean Worldwide, Inc 26 28,309 28 30,174
BIMNG Steel Co., Lid 14 TO, 104 15 74,724
Wisco Co., Lid 12 64,931 13 69,208
thers 119 29,551 125 3,474,
W 11367800 W 7214535 % 12116606 3 7680767

() Ome of the affiliated compares of the Company according to the Monopoly Regulation and Fair Trade Act
Sigruficant transactions with subsidianes and affiliates in 2006 are as follows:

Translation into

Korean Won 1.5, Dollars (Note 2)

The companies Sales/proceeds  Purchases/expense  Sales/proceeds  Purchases/expense
(Tn millions) {In thousands)
Subsidianes;

Fia Motors Corporation W 623,329 W 651,529 3 G664, 388 3 694 446
Hyundai Camtal Service Inc 464,701 46,701 495311 49777
WA Corporation 145,943 253,820 153,556 270,539
Hyundai Powertech 18,317 150,669 19,524 160,594
Hyunda Rotem (Formerly, ROTEM) 570 3,549 GOS8 46,418
Hyundai HYSCO 1,546 166,512 1,963 177.480
METIA Co., Ltd 1,892 30,323 2,017 32,320
Hyundai Autonet Co., Ltd, 230 142,653 245 152,050
Diymos Inc 3,873 453,22 4,128 483,073
Hyundai Card Co., Ltd, 22 70,844 242 75,511
Haevichi Resort 51 7,052 54 7.517
Autoever Systems Corp. 172 154, 965 183 165,173
EEFICO Corporation 93 293,153 99 312463
NGVTEE.Com 8 6,782 9 7.229
Carnes Co., Ltd. 6,568 - 7.001
Automobile Industrial Ace Corp. 250 1,210 266 1.290
Hyundar bMotor America 3484 589 - 3714122 -
Hyundar Motor Evrope GmbH 2,645 950 - 2,820,241 -
Hyundai bMotor Poland Sp. Zo.0 135,275 - 144,186 -
Hyundai Motor India 505,138 3,781 538,412 4,030
HAOSVT 634,628 - 676,431 -
Hyundai Motor Company Australia 460, 393 - 490,719 -
Hyundai Motor Manufacturing

Alabama, LLC 252,036 449 208,638 22
Hyundar Motor Norway AS 66,037 - 70,387 -
Hyundai Motor Japan Co T 123 - 7,592 -
Hyundai Motor Hungary 13,541 - 14,433 -
Hyundair Motor Europe Technical
Center GmbH 7,268 28,465 7,747 30,340
Hyundar America Technical Center

Inc 2 600,602 29 (4,594
Hyundai Motor Finance Company 1,378 - 1,469 -
Crthers 580 409 G18 436
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Translation into

Eorean Won 1S, Dollars (Note 2)

The companies sales/proceeds Purchases/expense  Sales/procesds  Purchases/expense
(In millions) (In thousands)
Affiliates:
Hyundai MOBIS W 467897 W 2,703,705 % 498,718 % 2,881,800
Hyundai Steel Company 1,683 12,039 1,794 12,832
Bening-Hyundal Motor Company 56, ) 53,998 603,603 371,555
EUKOR Car Carriers, Ing., 1,505 457,403 1,604 487,533
HMIT E&D Center Ine. 7 8,065 7 8,596
Mjin Bearing Cao., Ltd. 12 33,898 13 36,131
Others 63 1,473 a7 1.570
Cithers(™):
Glovis Co., Lid 24,522 347,910 26,137 IT0E2T
Amco Corp 352 348,064 375 370.99]
[HL Corp 1,868 86,680 1.991 92,390
Innocean Worldwide, Inc 130 31,361 139 33,427
BMNG Steel Co., Ltd 135 65,498 144 69812
Wisco Co., Ltd. 426 35214 454 37.534
Others 10,381 264,375 11.064 281,788
W 10550746 W 7022543 03 11.245737 % J.A85.124
(*} One of the affiliated compares of the Company according to the Monopoly Regulation and Fair Trade Act
(37 Significant outstanding balances as of December 31, 2007 are as follows:
Translation into
Korean Won LS, Dollars (Note 2)
The companies Receivables Pavyables Receivables Payables
{In millions) (In thousands)
Subsidianies;
Fia Motors Corporation W 175,386 W 162,781 3 186,939 173,504
Hyundair Capital Service Inc 107,882 6. 786 114,988 T.233
WIA Corporation 24852 36,219 26,480 38,605
Hyundai Powertech 18,465 59396 19,681 63,308
Hyundai Rotem (Formerly, ROTEM) 3 28,815 3 30,713
Hyundar HY 3CO 2830 48,039 3,016 51,203
METIA Co., Ltd 114 2611 22 9,178
Hyundar Autonet Co., Ltd, 140 21,560 149 22,980
Dymos Inc 4. 487 af.008 4,783 02,377
Hyunda Card Co., Ltd, 36,406 34,607 38,804 36,887
Haevichi Resort 9 1.118 10 1.192
Autoever Systems Corp. 21 &4 446 22 68,691
KEFICO Corporation Q05 30854 065 42,479
NGEVTEE. Com 232 3,125 247 3,331
Partecs Co., Ltd. 45 9370 48 Q087
Hyundar hMotor America 9,240 2674 0 849 2,850
Hyundar Motor Europe GmbH 28,630 3,608 30,516 3. 846
Hyundar bMotor Poland Sp. Zo.0 5.435 1.143 5,793 1,218
Hyundail hMotor India Q127 241 Q728 257
HAOSVT 3,038 112 3,238 119
Hyundar Auto Canada 1. 766 11 1,882 12
Hyundar hMotor Company Australia 20,695 137 22,058 146
Hyundai Motor Group (China) LTD 4019 194 4,284 207
Hyundai Motor Manutacturing  Alabama,

LLC 15,395 671 16,409 715
Berjing Mobis Transmission Co., Lid 5. 781 - 6,162 -
Hyundar Motor Europe Techmical Center

GmbH 1386 35,596 198 37,941



Translation into

korean Won LS. Dollars (MNote 2)
The companies Keceivables Pavables Eeceivables Pavahles
{In mullions) (In thousands)
Hyundai America Technical Center Inc. ¥ 39 W 62 % 42 % 5,997
Oithers 1.244 2674 1,326 2.850
Affiliates:
Hyunda MOBIS 126,432 548,361 134,760 584,482
Hyundai Steel Company 482 22,399 514 23,874
Berjing-Hyvundal Motor Company 17,070 274 18,194 292
EUKORE Car Carriers, Ing., 9 40,482 14 43,149
HMT E&D Center Inc., 2 8.550 2 9.113
Others 34 573 36 611
Others(*):
Glovis Co,, Lid 2.4594 51,675 2,658 55,079
Amco Corp 320 4,040 341 T0,3940
[HL Corp. 61 15,260 a5 16,275
Innocean Worldwide, Inc. 37 44 572 39 47 508
BMNG Steel Co., Ltd. 0 7,669 10 8.174
Wisco Co., Ltd 591 11,109 631 11,840

W 623013 W 1481055 3 665011 5§ 1578613

(*) One of the affiliated compames of the Company according to the Monopoly Regulation and Fair Trade Act

Significant cutstanding balances as of December 31, 2006 are as follows:

Translation nto

Korean Won LS, Dollars (Note 2)
The companies Receivables Payables Receivables Payables
{In milhons) {In thousands)
Subsidiaries:

kaa Motors Corporation W 165,720 W 133,366 3 176636 % 142,151
Hyundar Capital Service Inc. 82,555 5,582 R7.993 1.016
WIA Corporation 32,700 80,258 34.854 85.545
Hyundai Powertech 2,950 33,996 3144 36,235
Hyundai Rotem (Formerly, ROTEWM) 20 35,215 21 37.535
Hyundar HY3CO 515 48,877 549 52.007
METIA Co., Lid o0 0 558 06 10,188
Hyundai Autonet Co., Ltd. 261 27,380 278 20.193
Dymos Inc. 8,494 02,837 0054 08,952
Hyundai Card Co., Ltd. 57,909 48,678 61,724 51,884
Haevichi Eesort 13,110 1,130 13,974 1.204
Autoever Systems Corp. 23 B9 525 25 74,105
KEFICO Corporation 02 43,211 961 46,057
NGVTER. Com 114 3,614 122 3.8352
Hyundal Motor America 88,556 17,585 o4 389 15,743
Hyundal Motor Europe GmbH 68,342 - 72,844 -
Hyundai Motor Poland Sp. Zo.O 9,005 1,465 9,598 1.562
Hyundar Motor India 50,485 112 53,810 119
HAOSVT 30,832 G2 32.863 36
Hyundai Motor Company Austrahia 30,268 - 32,262 -
Hyunda Motor Manutacturing  Alabama,

LLC 63,607 111 73,126 118
Hyundai Motor Norway AS 977 4 1.041 4
Hyundal Motor Europe Techmeal Center

GmbH 2 4,234 23 4513
Hyunda: Amenca Technical Center Inc. 17 1,131 18 7.601

Others 2,407 2,713 2.566 2.892



The compares

Affiliates:
Hyunda MOBIS
Hyunda Steel Company
Bening-Hyundal Motor Company
EUKOR Car Carriers, Inc.
[jin Bearing Ca., Ltd.
Others

Others(*):
Flovis Co., Lid
Amco Corp
[HL Corp
Innocean Worldwide, Inc
BMNG Steel Co, Lid
Wisco Co., Lid
Others

.33 .

Translation into

Eorean Won LS. Dollars (Note 2
Heceivables Pavables Eeceivables Payvables
(In millions) {In thousands)
W 84,146 W 498272 % AO6E9 3§ 531.094
558 22,625 595 24115
50,804 2,008 54151 2.140
17 39,939 13 42570
66 3,300 70 3.517
3 136 3 734
9,946 47.177 10,601 50,285
527 144,466 262 153,982
141 14,904 150 15,886
113 45,478 119 48,474
- 18,953 - 20,201
ala 8.291 655 8837
5.953 42 901 9542 45 727

W 870,772 W 1556703 & U28.130 % 1,659,244

(*) Ume of the affihated compames of the Company according to the Monopoly Regulation and Fair Trade Act

(4) Compensations for registered directors and unregistered directors of the Company for the year ended December

31, 2007 are as follows:

Translation mnto

Description Forean Won 1.3, Dollars (Note 23

(In millions) (In thousands)
Short-term salaries W 57232 % 61,002
Severance benefits 10,504 11,196
W 67,736 12,198

Accrued severance benefits and stock option costs for the directors as of December 31 2007 amount to %WE4.012
million (US$89 546 thousand) and W2,249 million (US$2,397 thousand), respectively.



34 -

25 FOREIGN CUREENCY DENOMINATED ASSETS AND LIABTLITTES:

The assets and liabilities denominated in foreign currencies as of December 31, 2007 and 2006 are summarized
below.

Forelgn currencies Forean Won
2007 2006 2007 2006
(In thousands) {In milhions)
Assets USH T73,350 USE 545,043 W 25,557 W 506,672
TP ¥ 9,225 JP¥ §2,832 77 647
GBEP 6,425 GBF 7,184 12,042 13,104
CAD 18,363 CAD 3,312 17,572 10,665
EUR 457,264 EUR 230,592 31,60 281,839
AUD 24,201 AUD 28,167 19,914 20,688
AED 301,745 AED - 77,072 -
1,483,834 W B33 615
Liabilities  US$ 270,057 USs 36,000 W 253,368 W 405,307
TP ¥ 21,525,333 JFP¥ 23.677.692 179,377 185,119
GBEP 12,661 GBEF 7,600 23,729 13,863
CAD 2,588 CAD 2,760 2,476 2.211
AUD 3.818 AUD 3,284 3,142 2412
EUR 180,238 EUR 198,311 248,955 242 384
=SGD 57 5GD 347 37 210
(CHF 595 CHF 1.088 495 828
DEKK 9 DKK o2 2 15
SER 55 SEK 85 8 12
AED 235 AED - &0
HED 7 HED - 1 -
MNOE 9 NOK - 2 i,
W 711,652 W R32.36]
26, REGIONAL SALES INFOEMATION:
Sales by region in 2007 and 2006 are as follows:
Translation into
Eoorean Won LS. Dollars (MNote 20
2007 2006 2007 2006
(In millions) (In thousands)
Diomestic sales Wo12022665 WO 11839688 B 13773891 § 12619578
Export sales - Vehicle products
Morth America 3,302 428 3,484,595 3.519.962 3714129
Europe 4. 712506 4,415,840 5,022,923 4,706,715
South America 1,576,026 1,100,678 1,679,840 1,173,181
Asia & Pacific 1,280,704 1,042,990 1,365,065 1,111,693
Middle Asia & Africa 2,730,049 2110483 2909 879 2,249 502
13,601,713 12,154,587 14,497 669 12,955,220
Export sales - Other 3,964,751 3,341,093 4225912 3.561,173
Export sales 17,566 464 15,495 680 18,723 581 16,516,393
Total sales WoO30480.120 W 27335368 50 32407472 F 0 20135971
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27 SELLING AND ADMINISTEATIVE EXPENSES:

Selling and administrative expenses in 2007 and 2006 are as follows:

Salary-related costs

Export-related costs

Sales promotion and advertisements
Sales commissions

Sales warranties

Taxes and dues
Communications

Utilities

Freight and warehousing
Eent

Travel

Service charges
Maintenance

Supplies

Research

Diepreciation

Amaortization

Provision for other habilities
Cther

Translation mnto

Korean Waon 1.3, Dollars (Note 2)
2007 2006 2007 2006
{In milhons) {In thousands)

W L141.973 W 981976 5 1217196 5 1046660
771,488 681,068 822307 725,931
343,727 363,422 366,369 387361
468 533 408,020 499715 434 897
385,879 302,295 411,297 322207

47,083 43 988 50,154 46,886
18,975 19.247 20,225 20,515
17,964 21116 19,147 22,507
83,124 73,203 88,509 78,025
14,417 19,224 15,367 20,496
65,250 61,953 69, 548 66,033
178,637 174,290 190,404 185,770
17,535 14,158 18,690 15,091
15,983 15,387 17,036 16,401
361,560 413,576 385,376 440,819
71,082 0,410 75,764 75,048
8,813 9,074 0,394 9672
12,712 9,298 3,549 9,910
10,264 10,638 10,940 11.337
W 4035290 5 3692348 0§ 4301107 0§ 3935566

28 SUMMARY OF RESULTS OF OPERATIONS FOR THE LAST QUARTER (UNAUDITED):

Fesults of operations for the last quarters of 2007 and 2006 are as follows

Sales

Gross profit

Operating mncome

[ncome before income tax
et income

Earnings per common share

Translation nto

Korean won 11,5, dollars (Note 2)
2007 pLL 2007 pLL
{In milhons, {In thousands,

except per share amounts)
W ORT35,168 W 7584113 F 0 931

1810140 1,283,735
636,484 306,668
511,661 546,559
338,018 486,750

1,246 1,798

29, STANDARD ON NATURAL ENVIRONMENT AND POLICY

except per share amounts)

L6273 8,083,685

1,929,375 1,368,296
678,410 326,868
545,365 582,561
360,284 518,813

1,328 1.916

The Ministry of Environment appointed the Company as Green Company (bay 25, 1996 ~ December 13, 1997) and
the Company acquired 13014001 authentication of environment system (December 1995 — December 1998,
Disposal of mdustrial wastes 1s mostly deputed, and the Ulsan factory has constructed combined waste water
facilities in 1997, For the vears ended December 31, 2007 and 2006, expenditures of power and water supply in
manufacturing cost are W218,500 million (US$232,893 thousand) and W 194,900 million (ITS$207 738 thousand),

respectively.



Independent Accountant’s Review Report
on Internal Accounting Control System (“IACS”)

English Translation of a Report Originally Issued i Korean

To the Representative Director of
Hyunda Motor Company

We have reviewed the accompanying Eeport on the Management’s Assessment of TACS (the “Management’s
Report™) of Hyundar Motor Company (the “Company™) as of December 31, 2007, The Management’s Report, and
the design and operation of LACS are the responsibility of the Company’'s management. Our responsibility 1s to
review the Manapement's Keport and 1ssue a review report based on our procedures. The Company s management
stated in the accompanying bManagement's Eeport that “based on the assessment of the LACS as of December 31,
2007, the Company’'s LTACS has been appropriately designed and is operating effectively as of December 31, 2007,
in all material respects, in accordance with the [ACS Framework established by the Korea Listed Companies
Asgociation.”

We conducted our review in accordance with the LACS Review Standards established by the Korean Institute of
Certified Public Accountants. Those standards require that we plan and perform a review, objective of which 1s to
obtain a lower level of assurance than an audit, of the Manapement's Eeport in all material respects. A review
includes obtaining an understanding of a company’s [ACS and making inguiries regarding the Management's
Eeport and, when deemed necessary, performing a limited inspection of underlying documents and other himited
procedures,

A company’s TACS represents intermal accounting pohicies and a svstem to manage and operate such policies to
provide reasonable assurance regarding the reliabihity of financial statements prepared, in accordance with
accounting principles generally accepted i the Republic of Korea, for the purpose of preparing and disclosing
rehable accounting information. Because of its inherent limitations, IACS may not prevent or detect a maternial
misstatement of the financial statements, Also, projections of any evaluation of effectiveness of TACS to future
periods are subject to the risk that controls may become madequate because of changes in conditions, or that the
degree of compliance with the poheies or procedures mayv detenorate

Based on our review, nothing has come to our attention that causes us to believe that the Management’s Report
referred to above 15 not fairly stated, in all matenal respects, in accordance with the TACS Framework established
by the korea Listed Companies Association.

Cur review 15 based on the Company’s [TACS as of December 31, 2007, and we did not review 1ts [JACS

subsequent to December 31, 2007, This report has been prepared pursuant to the Acts on External Audit for Stock
Comparnes in the Kepublic of Korea and may not be appropriate for other purposes or for other users.

WW LnC

January 25, 2008



Report on the Assessment of Internal Accounting
Control System (“IACS”)

To the Board of Directors and Audit Committee of
Hyundai Motor Company

I, as the Internal Accounting Control Officer (“TACO™) of Hyundal Motor Company (“the Company™), assessed
the status of the design and operation of the Company’s LACS for the vear ended December 31, 2007

The Company’s management including TACO 15 responsible for designing and operating TACS, 1, as the TACO,
assessed whether the TACS has been appropriately designed and 1s effectively operating to prevent and detect any
error or fraud which mav cause any misstatement of the financial statements, for the purpose of preparing and
disclosing reliable financial statements, I, as the TACO, apphed the TACS Framework established by the Korea
Listed Companies Association tor the assessment of design and operation of the TACS

Based on the assessment of the TACS, the Company’s TACS has been appropnately designed and 1s operating
effectively as of December 31, 2007, in all material respects, in accordance with the [ACS Framework.

January 24, 2008

Chung, Tae Hwan, Internal Accounting Control Officer



